The Audit Board report on the accounts for the financial year 1973 followed by the replies from the Institutions. Vol. Two: Part Two; The Development Funds.  XIX/410/75-E by unknown
EUROPEAN  ECONOMIC  COMMUNITY 
EUROPEAN  ATOMIC  ENERGY  COMMUNITY 
EUROPEAN  COAL  AND  STEEL  COMMUNITY 
THE  AUDIT  BOARD 
REPORT 
on the  accounts  for  the  financial  year  1973 
followed  by  the  replies  from  the  Institutions 
VOLUME  TWO 
Part  Two:  The Development Funds 
.  . EIJROPEAN  ECONOMIC  COMMUNITY 
EUROPEAN  ATOMIC  ENERGY  COMMUNITY 
EUROPEAN  COAL  AND  STEEL  COMMUNITY 
• 
THE  AUDIT  BOARD 
REPORT 
on  the  accounts for the  financial year 1973 
VOLUME  TWO 
Part Two:  The  Development  Funds VOLUME  ONE 
INTRODUCTION 
PART  ONE 
CHAPTER  1 
CHAPTER  2 
CHAP.rEH  3 
CHAPTER  4 
CHAPTER  5 
CHAPTER  6 
CHAPTER  7 
ANNEXES 
VOLUME  TWO 
PART  TWO 
CHAPTER  1 
CHAPTER  2 
.  . 
.  . 
.  . 
.  . 
.  . 
C  0  N  T  E  N  T  S 
THE  BUDGET  OF  THE  COMMUNITIES 
General  comments 
Revenue 
Operational expenditure 
The  European Social Fund 
\ 
The  European Agricultural Guidance 
and Guarantee Fund 
Guarantee  Section 









Food  Aid  111 
Research and  investment appropriations  119 
Tables 1  to 13  135 
THE  DEVELOPMENT  FUNDS 
The  general accounts of the Funds 
Comments  concerning certain projects 
or categories of aid 
1 
5 
14 PART  TWO 
THE  DEVELOPMENT  FUNDS -2-
THE  EUROPEAN  DEVELOPMENT  FUNDS 
INTRODUCTION 
122.  Closure  and  transmission of the  accounts 
~~he financial regulations governing the  t;b.ree  Developmemt 
Funds all provide that  "at the  Emd  of each financial year the 
Commi1:1sion  shall close the balance sheet  and management  account 
of  th4~  EDF  and  submit  them,  on  :51  March  of the following 
finan<:ial  year at the latest,  to the Audit  Board for 
examination,  accompanied  by  the  supporting documenta
11 
(Arti<~le 15 of  Council Regulatie>n  No  5  of 2  December  1958 for 
the F:Lrst  EDF,  Article  7 of the Financial Regulation of 
1  Juno  1964  for the  Second EDF,  Article 7 of the Financial 
Regulation of 26  January 1971  fc,r the Third EDF). 
In its previous reports  thE!  Audit  Board  made  certain comments 
on  thE~  observance of these provisions,  relating either to the 
latemtss of transmission or to the  actual presentation of the 
accowtts  (provisional documents,  unsigned and  undated,  subject 
to lat;er correction).  It has  'been  prompted to make  these 
comments  again. 
~~he  two  previous reports we1re  drawn  up  on the  basis of 
provie1ional balance sheets  and management  accounts.  The 
definlti  ve  documents  of the  thre1e  Funds  for the financial years 
1971  Btnd  1972,  signed but not dated,  were  not  submitted to the 
Audit  Board but were  transmitted. to the  Council  and  even then not 
until 28  November  1973  (Document  SEC  73/4274 final). 
:E:xamination  of these documents reveals  on the one  hand that 
there are  some  differences between the definitive accounts  and 
the returns submitted to the Audit  Board for these  two  financial 
years  (1)  and  on  the  other hand that these definitive accounts, 
althou.gh closed at  a  very late stage,  contain errors 
necessitating the preparation of a  "corrigendum"  to the  documents 
transmitted to the authorities responsible for granting discharge. 
For the :financial year 1973  provisional returns were  sent, 
at its request,  to  the  Audit  Board at the  end of March  1974, 
thus enabling an initial verification to take place which, 
moreover,  led to  the  discovery of certain errors which  were 
therefore corrected at the  time  of the definitive closure of the 
accounts.  This  did not  take  place until 18 July 1974. 
(1)  Thus  the definitive accounts  of the Second EDF  for 1971  show, 
under  the heading  "Resident .and  technical control",  a  cost 
overrun of 27  217  u.a.  which,  in the return submitted to the 
Audit  Board,  had  been incorr1ectly attributed to  "Linked 
technical assistance". -3-
·.rhe  Audit  Board hopes  that the  r.e~~ulations goverrling the 
closure  and transmission of the  acc~Junt,  ...  ~  will  be;  more  strictly 
observed. 
123.  fresentation and  transmission of tpe  supQct~iq~-~~£uments 
ThaiL~s to  the transmission throughout  the  year of the 
supporting documents,  files,  reports and  v-arL;:1;:;:  pllpers 
concerning the  execution of the  projects clos  and thanks to the 
replies to requests for  information and  explanations made  in the 
course  of its audit,  the  Audit  Board was  able  t;o  v"'~ri.fy  the 
legality and regularity of  the  revenue  and  e.x;;,:·.:....~.1tu.rE:  and thair 
conformity with the provisions of the  Tre  ~ \),1 j  the  association 
conventions,  the regulations put  out  b;;r  the  competent  authorities 
and,  where  express provisions  were  lacking,  t:t.e  no:r:•r:,a 1  rules of 
administrative  and  financial  management. 
For this verification to  be  fully  effective, it has to be 
carried out relatively soon after the  execution of the  operations. 
This  has  not  always  been the  case  and  the  inspections carried out 
in 1973 reveal,  once  again,  over-frequent delays in the 
settlement of transactions,  the  closure  of projects and the 
transmission of supporting documents. 
In some  cases  unexplained delays arise  between 
certification of the  supply or acceptance  of the  work  and  the 
making  of the final payment.  frloreover  the  ED:b~  !:':).rectorate has 
several times  requested its financial controllers ·to  intervene 
with national administrations in an effort to male  them  speed  up 
their payments. 
New  delays  between the  date of final  payment  and that of 
the  closure  of projects are  apparent.  This  delay  sometimes 
exceeds  six months  (example:  Project  Nos  11.23.203,  11.22.202, 
11.23.307,  213.180.19,  212.880.31,  213.680.48,  213.680.42, 
212.811.25,  212.203.05,  etc.).  Some  of these  cases were 
submitted  to  the  EDF  Directorate which  indicated in reply that, 
on  the  occasion of setting a  new  ceiling for  the  operations of 
the First EDF,  then of the Second  EDF,  the financial departments 
had  sent all the  controllers a  list of the projects which  should 
properly have  been closed,  asking for explanations of the delays 
noted.  These  enquiries have  already made  it possible to close 
a  number  of projects in respect  of which  unjus~ifiable delays 
had  been  noticed. 
Lastly,  a  final  time  lag,  often the  largest~ has  been 
occurring between the  closure of  a  project  and  the  transmission 
of  the relevant accounting vouchers  and  supporting documents  to 
the  Audit  Board.  Thus projects were transmitted at the  end of 
1972  whose  closure dates ranged  from  April 1968 to  July 1969,  and 
during the first half of 1973 the documents  of many  projects 
closed in 1967  and 1968,  indeed even in 1966,  were  received 
(example:  Project  Nos  312.131.02,  213.180.·13,  212.115.04, 
212.114.08,  212.109.06,  etc.).  It is essential in this sector 
that  on the  one  hand  the contacts between  the  management -4-
departments  which declare the  elosure  o:f  a  project  and the 
accounting departments  whose  task  :Lt  is to translate the  closed 
project into accounts  form  should  be  improved,  and  on the  other 
hand  that the  Audit  Board  should  be  systematically kept  informed 
of the  closures in question in order to obviate the  continuance 
of the  abnormal  delays in  tran~;mission which  are  to  be  found  at 
presEmt. 
The  efficacity of the  audit depends  equaLl;;1  on the  :nature 
and  on  the quality of the  supporting documents  produced in 
subs1;antiation of  the  accounting records.  !Ni th regard to 
comm:l. tments,  the  basic  documem;ation consisting of the  financing 
convontions,  the  tenders,  contracts and  auppl&~f!l>llltary  r:::chedules 
should be  completed by regular communication of the minu·hs of the EDF 
Committee  - documents  to which the external auditors  should have 
access  - of the decisions to reopen closed projects and  the list 
of projects valued at less than  500  u. a.  not  includ.ed in the 
statistical returns.  With  regard to  payments,  the  gaps  in 
supporting documentation relate primarily to  the  study contracts 
or aBsistance  contracts which  provide for  lump-sum  pa.yments. 
Control of  sound financial  management  in this sector requires 
the production of the  "calculation note"  which  led to the fixing 
of the  lump-sum  payment,  the  transmission of the memoranda 
produced  by  the  expert,  the certification of days  worked in 
Europe  and  overseas  and  the  supporting documents relating to 
travel expenses.  The  file  should also  always  con·tain the 
estin1ate  slip of  the  Study Coordination Committee. 
Finally,  a  correct appraisal both of the  e·xecution and  of 
the profitability of  the  projects would necessitate the granting 
of ac:cess  to the reports of the  overseas  missions  drawn  up  by 
the  Commission  officials as well  as to the periodical reports 
which,  under Article  35  of EEC  Regulation  No  229/72,  the 
resident  supervisors are required to dra·w  up  on the  utilization 
of  the  investments after complettion. 
In calling for these  improvements  in the transmission and 
presEmtation of the  accounts  ar:td  supporting documents,  the  Audit; 
Board does  not  wish it to  be  thought that it undervalues the 
assistance which  the responsible departments of the  EDF  have 
unce~1singly rendered to  the  Aud.i t  Board in the  accomplishment  of 
its task. 
The  verifications,  controls  and  enquiries,  which  were  thus 
made  possible,  lead the Audit  :Board  to  make  var:i.ous  comments 
which  are set out  below  and  whi.ch  relate first  (Chapter I) to 
the general  information for  ass:essing the  management;  of the 
Funds!,  compri~ing the  general  accounts of each of the three 
Funds  and  the  procedures  follo-w·ed  as regards  commitmen·ts  and 
paymemts,  and  then  (Chapter II) to the criticisms called for by 
the preparation,  execution or settlement of certain particular 
proje~cts or the management  of certain categories of aid. -5-
CHAPTER  I:  THE  GENERAL  ACCOUtlTS  OF  THE  FUNDS 
1.  The  Development  Fund  for the .Qver~eas 
Countries  and Territories 
124.  The  Development  Fund  for the  Overseas  Countries  and 
Territories (First EDF)  was  set  up  by  the  Associatj_on Convention 
provided for  by  Article 136  of the  EEC  Treaty.  Concluded  for  a 
period of 5 years  (1958-1962),  the  Imple~~nting Convention 
provided  for the  allocation of 581  250  000  u.a.  of contributions 
for the financing of social and  economic  investments.  Eleven 
years after the  expiry date of this first convention it is still 
not  possible to envisage  the winding-up  of this First Fund. 
The  definitive  commitments  amount  to  564.8 million u.a.  (97.1~), 
the total commitments to 570.9 million u.a.  (98.2%)  and the 
payments to 556.2 million u.a.  (95.6~).  Of  403  projects 
financed,  73  are still in progress;  for  two  of them  no  payment 
has yet  been recorded. 
In the  balance  sheet of  31  December  1973,  the debit item 
"Financing carried out"  has  increased  by  the  amount  of the 
payments  made  during the financial year,  viz.  9  885  :340  u. a  .• , 
causing a  diminution by  the  same  amount  of the  advance  to the 
Second  EDF,  which has  been reduced to  25.3 million u.s. 
On  the credit side,  the  item  "Miscellaneous revenueu  remains 
unchanged at 270  066  u.a.,  the interest earned  on  the  combined 
cash resources having been credited to the  Second  EDF  since the 
beginning of the  financial year 1969.  No  decision has yet been 
taken on  the allocation of this revenue. 
The  total commitments  have declined from  573.24 million u.a. 
in 1972  to  570.90 million u.a.  at the  end  of 1973  through the 
release of appropriations after the  closure of certain projects 
and the revision of commitments  for the  projects in progress. 
But  there still remained,  at the  end  of 1973,  "provisional" 
commitments  for over 6  million u.a.  The  non-allocated reserves 
amount  to 1.3 million u.a. 
The  Audit  Board,  in its previous reports,  has drawn the 
attention of the  budgetary authorities to  the  necessity of 
transferring the  unused  balances  of the First EDF.  These 
recommendations,  reiterated by  Parliament  and  embodied in the 
discharge decision for 1969,  led the Council to take  a  decision 
on  30  May  1972  providing for the  transfer to the Second  EDF  of 
the  unused  balances of the First EDF  and their allocation for 
the  financing of investments.  This transfer,  amounting to 
9 015  639  u.a.,  finally took place during  the financial year 
1973.  It represents 1.  55%  of the total  endowment  of the First 
EDF. -6-
125.  The  payments  made  in 1973  rose  ·to  9  885  340  u.a.  and  brin.g 
the  total settlements effec"ted  since the  commencement  of the 
Firs·~ EDF's  operations  up  to  5;;6  188  286 u.a.,  ra.ising the 
percentage  of definitive  commitments  which  have  given rise to 
settlement to 98.5%. 
For  Zone  I  (countries havj_ng  had  spec1al relcrtions with 
Belgium),  out  of  an  endowment  of '0  000  000  u.~a.,  the  definitivE~ 
comm:Ltments  amount  to  27  933  4''14  u.a.,  or 93  .. 1%.  l'ha  payments 
recorded  for this zone  total  2B  062  020  u. a. ,  ccm,~ti.tuti:ng an 
over--spending of 128 606  u. a.  em  the  appropriat;ion,  which  rele.te~~ 
to  a  project executed in Zafre dating back to 1959.  The 
paymonts  exceed the initial est;imate  by  60%  becau.se  the  work  took: 
a  particularly long time  to  ex(:)CU'te.  The  over-spending 
attributable to this project  alone  amoun;;;b  ·t;o  152 000  u. a.  ln 
Burundi  there has  been  barely  ~my dev~lopment in the  three 
projE!Cts still in progress.  2~hey are  d.ue  to  be  c1c!:tt.~d  in 1974-· 
1975..  In Rwanda  three projects are not yet closed*  Work  on 
two  of  them  has  however  been  completed.  Their administrative 
closure is held  up  by  certain <Usputes  which  are  expected to be 
settled shortly.  In Zaire  six conventions,  tw<o  of which date 
back  to 1971,  were still in pr<:.gress  at the  end of the financial 
year.  They  are  however  due  tc'  be  wound  up  j_n  the first half of 
1974. 
For  Zone  II (overseas  countries  and  territt:>ries having had 
or st;ill having special relations with France),  out of an 
endo'ollrment  of 506  250  000  u. a.,  the definitive  commitments  at the 
end  of 1973  amounted  to 493  921  509  u.a.,  or 97.6%,  of which 
486  006 734  u.a.  had  been paid.  There  were  provisional 
commitments still in existence  amounting  to 4.5 million u.a. 
In Algeria  there has  been little change  in the  situation 
alrea.dy described in earlier reports;  no  fw::·ther  projects were 
close·d during the course of the financial year,  although total 
payments  had reached  88.3%  of  commitments  by the  end of 1973e 
In Cameroon,  four projects out of a  total of  32  have  not yet 
been  terminated.  Completion  may  be  expected in 1974-1975. 
In the  Central African Republic,  out  of  33  projects 22  have 
been terminated but  none  of them  in the  course  of this financial 
yeBI'.  In the  case of five of the  projects  n.ot  closed,  the 
dispute arising from  the  failure of a  tendering firm to meet its 
obligations has  not yet been resolved. 
In Congo  (Brazzaville)  three projects have  not:  been closed 
although the work is entirely completed.  In the  c:ase  of two  of 
them,  a  dispute  about  settlement has held  up  their administrAtiv-e 
closure.  In Dahomey  7  projects are still in progress.  Th!!dr 
closure is not  expected until 1974·,  in consequence of late 
decisions concerning purchases  and  supplementary work. 
In Madagascar,  contrary to the forecasts made  by the  EDF 
departments,  4  projects are still in progress,  t;he  closure of 
some  of them  being impossible  to envisage  even t>efore  1975. -7-
In Senegal it was  not possible to close  any of the five 
projects still open at the end of 1972  and  the position with  some 
of these projects is such as to prevent  any  likelihood of closure 
before  1975.  This applies in particular to a  hospital project, 
restarted 10 years after commencement,  in respect of which  the 
total payments at the  end of 19?3 had reached only 512  000  u.a. 
out of a  total commitment  of 4  391  000  u.s. 
In Chad  the situation referred to in the previous report has 
not  changed;  three projects are still not closed although one  of 
them was  the subject of final  acceptance in January 1971. 
For Zone  III (countries having had special relations with 
Italy),  out of an endowment  of 10 000  000  u.a.,  the definitive 
commitments  and  payments  amount  to 9  ?73  694  u.a.  All the 
projects relating to Somalia having been closed;  the  unused 
balance of the  endowment  has  been transferred to the Second EDF. 
For  Zone  IV  (countries having had special relations with the 
Netherlands),  out of an  endowment  of 35  000  000  u.a.,  the 
definitive commitments  amount  to  33  203  530  u.s.,  or  94.~, to 
which must  be  added provisional commitments  of 1.3 million u.s. 
which  are the result of conventions  signed in 1971  and which will 
appreciably retard the closing of the accounts.  The  payments 
total  32  346  137 u.a.  During the financial year 19?3, it was 
possible to close only one  of the five projects still in progress 
at the  end of 1972. 
2.  The  Second European Development  ~un4 
126.  The  Association Convention signed on  20  Jul~ 1963  between 
the  EEC  and the  Associated African States  and·  Madagascar  eame  into 
force  on  1  June  1964.  Valid for a  period of five years, it 
provided for  a  sum  of 730  million u.a.  to be  placed at the 
disposal of the European Development Fund  from Member  States' 
contributions,  to which were  to be  added  70  million u.a.  of loans 
granted by  the European Investment  Bank  from its own  resources. 
By  its decisions of 28  May  1969 and 14 May  1970 the Council 
successively extended the duration of the Association Convention 
until  31  December  1970. 
On  the debit side of the balance  sheet at  31  December  1973 
the item  "Financing carried out",  showing the payments debited by 
the Fund  since the beginning,  amounts to 585  901  150 u.a., 
settlements during the financial year having been 41  996  382 u.a.; 
the  item  "Loans  on special terms"  amounts  to 42  963  88?  u  .• a. , 
having  increased by  7 091  023  u.a.  in the  course of the year. 
Under  the heading  "Disposable and realizable values" are 
shown  the  accounts of the  combined  cash funds  of the First and 
Second EDFs,  which  have  been opened with the Treasuries of the 
Member  States  (47 619  841  u.a.) and the resident payaa.ters 
(21  281  681  u.a.).  As  from  1  January 19?4 these accounts haTe 
been closed and their balances transferred to the Third EDF. -8--
On  the credit aide of thtt  balance sheet,  724  534  025  u. .. a.  of 
the  730  million u.a.  of contrfbutions lias  now  been paid  upt 
23  B19  756  u.a.  having been cetlled up  in 1973, to which must  be 
addud  contributions of 2  819  1135  u.a.  owed  by  Belgium  ainee 19'11 
and not paid over until the f:tnancial year 1973. 
The  cash advanced  by  the First Fund  to the Second Fund 
declined from  35  216 819  u.a.  to 25  331  480  u.a.  and  that by the 
Secc•nd  to the Third  EDF  from  Ei?  798  757  u.a.  to 44  4·74  776  u.a. 
Miscellaneous  revenue  8JilO~unts to  3  4?1  520  u.a.  It 
includes 1  556 846  u. a.  of int:erest earned by the total liqu.;ld 
runcLs  or the  EDF  since 1  Janua.ry 1969,  the allocation of which 
has not yet  been decided  on. 
Exchange  gains ·on movemen.t s  of funds  amount  to 1  23i'- 448  u. a. 
sud the  gain on the revaluation of the  DM  in October 1969 to 
523  9?4  u.a.  This  heading also includes the  intere13t  earned on 
adva.nces  granted to price stab·ilizetion funds  (71  098  u..a.)  e.nd 
the interest on SFecial loans received by  the EIB  at  31  December 
1970  (85 154 u.s.).  Interest received after this date has  been 
cred.i  ted to the Third EFD. 
Among  the  "Transactions to be regularized" appearing  on both 
the debit and the credit sides of the balance sheet at 5  465  975 
u.a.  and  3  959  398  u  .• a.  respectively,  are recorded the 
regu.larizetion accounta of the  contributions and of the  cash 
resources. 
Since the floating of certain currencies  (the Italian lira, 
the French franc),  it has not yet  been possible to take  a  decision 
on the  conversion into units of account  of the effects of these 
monetary fluctuations.  In the absence  of such a  decision,  the 
EDF  departments carry forward in these  suspense accounts the 
exchange differences,  calculated tor each settlement by  a  complex 
method  or reference to the  average daily rate of the floating 
currency in relation to the otber currencies  (DM,  Bfrs,  Fl., 
Danish Kr.). 
The  heading  "Other transa,ctions to be regularized" is a 
grouping or various transactio:o.s  pending at the date o! the 
closing or the accounts which  lb.ave  been settled du.ring the first 
half or 1974.  A  single debt  10f  588. ?O  u.a., dating from 
Febru.ary 196?,  is still outstalading.  It relates to transport 
expe:o.ses  advanced  by  the  EDF  by way  or emergency assistance and 
due  .f'rom  the Somalian Ministry of Health. 
12?.  The  total commitments at  ;51  December  19?3 amount  to 
?1?  672  OSS  u.a. 
Since 1969,  when  the  conv4!tntion  governing the Second EDF 
init:Lally expired,  commitments  have  moved  aa follows,  .in 
abao:Lute  terms  (thousands or  u  .• a  .• )  and as  a  percentage or the 
end01fDlent: -9-
1969  1970  1971  1972  1973 
Definitive  395  862  534 859  602  308  645  922  667 112 
commitments  54.2 %  73.3 %  82.5 %  88.5 ,  91.4  ~ 
Provisional  257  722  171  503  103  055  65  075  46  782 
commitments  35.3 %  23.5  ~  14.1  ~  8.9  ~  6.4 ~ 
Financing  4-6  236  3  925  8230  9  810  3  778 
operations  6.4 %  0.5 ~  1.1  ~  1.  3 ,  0"5%  pending 
Total  699  820  710  287  713  593  720  807  717  672 
commitments  95.9  ~  97.3  ~  97.7  ~  98.7,  98.3 , 
As  late as 1973  six new  financing decisions were  taken under 
the head  of the Second EDF  for 4.69million u.a.  F~ur of these 
decisions relate to investments: 
Projects: 
215.106.25  Ivory Coast  - Public watil'  supply 
211.813.38  Niger 
211.014.49  Rwanda 
211.018.24  Togo 
Developm~t of rice 
growing n the Niger 
valley 
- Developmnt  of pyrethrum 
growing bomplementary 
to  the  ~ersification 
aid pro~e of the 
same  na.1u) 
- Lama-Ka1~Kande road 
u.a. 
1  116 000 
1  440  000 
638.500 
540  000 
One  decision relates to  a  di~csification aid project: 
215.002.34  Cameroon  - Rural  de~lopment of  NE  637 000 
region  e:  Benone 
One  decision relates to  a  lou on  special terms granted to 
the  department  of  R~union: 
321 • 038.04  Improvement  of the coast  nd  326 798 
Further commitments  have  bee)entered into as late as the 
first half of 1974.  Such decisi-s make  it desirable that 
the setting of ceilings to the  op1ations  of the Second  EDF 
should  be  carried out rapidly;  a,ording to the replies to 
our last report,  this should have,een done  in 1973.  The 
first revaluations have  already r·ealed significant 
over-spending  on  certain projects  But  further revisions 
must  now  be  made. -10-.. 
Although the rapi.d  movement  in prices  anri  the  inst~l  btli  ty of 
currency parities increase the dlfficulty of setting the  ceiling, 
this operation is nevertheless  essential to  enable the  last 
commitments  of the  Secmld  ED:b,  to  be  proceeded  with  and  the  unused 
balan,ces transferable to  the  Third EDF  to  be  dei;ermined. 
128.  'rhe  distribution of  the  commitments  of the  Fund  by  category 
of operation is as  follows  (in  '000 u.a.): 
AASl'II 
Investments  - technical 
assistance  an,d 
coopera  ti.on 
Production  aid 
Diversifi~ation aid 
Special  ·.loans 
~.rersears Countries  and  -·------·---------------
Territories - Overseas  ------·----------------
~~E~t~!!!~!!~~ 
Non-·repaya  ble  aid 
Spe,cial  loans 
Total 
C39  774  89  15:5 
(99.3  ~) 
1"16  1 0'7(1)  113  905 
(98  %) 
·~6 000  43  856  (9  ,, ...  5. 3 /1···) 
6Ct  725  57  761 
(95.1  ~) 
4  000  3  620 
(90  .. 5  %) 
739  101  717  672 
(97.·1  %) 
381  779 
(90.4 %) 
84  184 
(93.8  %) 
104  4~6 
(90 ,; 
43  856 
(95.3 %) 
49  197 
(81  ~) 
3  620 
(90.5  ~) 
667  112 
(90.3 %)  J 
( 1)  These  l:lmounts  are  stated  a.fi~er ct:>rrection  of an  a.ccounting error 
which  c>ccurred  in March  19'?:5  (en·try of 44  '146. 61  u. a.  duplicated). 
Since  the  Fund  started to operate there have  been  f-::equent 
amendmEmts  to the  amounts  c>j~  the  endowments.  In 1973  the 
amendmEmts  consisted in renlc,ving 851  000  u. a.  from  the  endowment 
for production aid  and in c:o•rrespondingly increasing the 
endowmemt  for diversificati.on aid.  In additiont  the initial 
endowmetnt  of the Second Fun.d,  already augmented in 1971  by  &n 
amount  of 85  154  u.a.  representing the interest paid by  the 
States who  had  been granted  special loans,  increased by 
9  015  639  u. a.  corresponding to  i;he  unused  balances  of'  the First 
EDF  transferred in 1973  to  the Setcond  EDF  by virtue of the  Council 
Decision of 30  May  1972.  These  balances were  exclusively 
allocated for the financing  c>f  ittvestments  and in th  ,.  r 
the financial year 1973  thf'•!El  financing  dec~s~ons w~~e  ""~~~:S. £n -11-
respect of these balances for  1  001  850  u.a.  under the hesdj.ng 
of additiona.l projects of the Second EDF,  namely: 
- Project 211.015.10  - Construction of two  regional  60  '?65 
!>laughter-houses  (Senegal) 
- Project 211.813.38  - l~blic water supply  869  067 
(200 wells - Niger) 
- Project 211.010.20  - ~lest road,  Lake  Alaotra  72  018 
(Madagascar) 
u. a. 
u  .• a. 
u  .• a. 
The  commitment  for  thE~  last-mentioned  sum  was  not reflected. 
:Ln  the  accounts at  31  December  1973,  although the decision had 
been  taken in March  1973. 
Three  other decisions.,  relating to  a  total of 593  359  u. a., 
'iere  also taken in respect of these  unused balances in the first; 
half  of 1974. 
The  payments  made  sinee the  commencement  of operations  by 
the Second  EDF  totalled 63'1  666 809 u.s.  at  31  December  1973, 
settlements in 1973 having  amounted to 49  462  023  u.a.  The 
19ggregate  payments at the  ~~nd of the  financial year attained 
94.7'1o  of  the definitive commitments. 
As  in previous years,  the pace  of settlement continued to 
Yary  widely  according to the country and the type  of operation. 
Nevertheless it was  in the  OCT-OD  (Overseas  Countries  and 
·rerritories - Overseas  Dep;:trtments)  that the  most  abnormal rater:; 
of settlement occurred.  :Balances  outstand.ing in respect  of 
investments  amount  to  14.4;~ in these areas,  while  18.6~ of the 
special loans granted have  not yet been called up. 
3.  The  Third  E~~opean Development  Fund 
129.  'l'he  convention governing  the  Third European Development 
.Fund  was  signed at Yaounde  on  29  July 1969.  It came  into forcet, 
after ratification,  only o:n  1  January 1971  and will expire on 
31  January 1975. 
The  initial amount  of the  contributions of the Member  Stat~:ts 
to the  '.rhird  EDF  is 900 million u. a.,  to which must  be  added 
100 million u.a.  of loans to be  granted by the  EIB.  This 
endowment  has  been  augmented  by  5 million u.a.  (which includes 
500  000  u.a.  earmarked for  the granting  of  loans  on  special 
terms)  following  the association of Mauritius to the Yaounde 
convention. 
The  implementing regulation laying down  the rules  governin~~~ 
the  lodging and  scrutiny of applications for  finance  and the 
conditions for  the  execution and control of the projects was 
agreed only  on  28  January 1972  by which  time  the administration 
of the  Third Fund was  already very much  committed. 
The  balance  sheet at  31  December  1973  shows  an increase in 
"Financin~ carried  out"~ the  total of which has rtsgn fa8m 
~~v~~~e~
6ro~·:ch~~a~~~i~~
9i~~h~·~um ~~ ~h~88 ~~l u.l.a  ed -12-
Up  to the  end  of the financial year 1972  the  cash  requiremem2 
of the  Third  EDF  had  been met  by  ad.vances  from  the Second  EDF 
which still appear  on the credit side of the  balance  sheet to 
31  December  1973 in the  sum  of 44 474  776  u.a. 
During  the  financial year 1973 called-up contributions of 
130 000  000  u.a.  were  paid over  by  the Member  States. 
Owing  to differences of interpretation as to the rates of 
exchange to be  applied,  which were  also  found  in connexion with 
the Second  Fund,  these contributions have  been recorded in the 
accounts at 126  391  147 u.a.,  the difference being  shown 
separately on  both  the  assets and liabilities sides of the balance 
sheet in a  regularization account  pending  a  decision by  the 
Council  on  a  new  definition of the  unit  of account. 
The  heading  "Miscellaneous revenue
11  groups together the 
repayments  and interest received  on the special loans from 
1  January 1971  (623  871  u.a.).  This miscellaneous revenue will 
later be  used to grant new  special loans or to acquire interests 
in undertakings.  No  improvement  has  been noted regarding the 
delays in notification of payments  by  the EIB,  the  payments 
relating to the  second half of 1973 not having  been  communicated 
to the  Commission  until April 1974. 
130.  The  total commitments resulting from  financing decisions 
taken amounted at the  end  of 1973 to 637  663  073  u.a.,  which is 
70.5%  of the  endowments,  as  against 48.7%  at the  end  of the 
previous financial year.  This rate of commitment  reached  71.~ 
in the A~ but is only  55.3%  in the  OCT-OD. 
The  time-lag still remains  very marked for loans  on special 
terms  and  contributions to the formation of risk capital where 
only  25.9%  of the  endowments  have  been  used,  which breaks down 
as 46.2%  for the  AASM  and  24.2% for the  OCT-OD. 
Five  new  loans  and  two  acquisitions of interests in 
undertakings  gave rise to a  commitment  of 26  559  252  u.a.  during 
the  financial year: 
§pecial loans: 
Cameroon  - Creation of an agro-industrial  complex 
of palm plantations at Wibombari 
Ivory Coast  - Industrial rubber planting 
- Asphalting of San Pedro-Issia road 
Martinique  - Improvement  of Route  Nationale  No  2 
Reunion  - Improvement  of coast  road 
Interests acquired: 
Cameroon  - Extension of  SOSUCAN  sugar works  and 
refinery 
Senegal  - Ship repair yards 
u.a. 
8  850  000 
6  928 103 
6  842  000 
630  154 
1  795  995 
541  000 
972  000 -13-
130.  The  definitive commitments  amount  to  321  353  595  u.a.,  or 
35.7%  of the  endowments  and  50.4%  of total commitments.  The 
previous report  drew  attention to  the  slowness  in implementing 
the  financing  conventions.  This  comment  is still valid for the 
financial  year 1973.  The  conclusion of purchasing and  other 
contracts continues to require  lengthy periods of  time. 
The  investment  projects are  only  committed to the extent  of 
47.7~~ in the  AASM  and  18.6%  in the  OCT-OD,  and  the  technical 
control operations to  the  extent  of  57.5%  in the  ~. 
The  position with regard to  commitments  within individual 
countries reveals  an excessive  commitment  of  540  000  u.a.  in 
relation to  the total financing conventions  concluded with the 
Republic  of Cameroon  under  the  heading  of repayable  aid for 
"Contributions to the  formation  of risk capital"  and  also an 
incorrect distribution of commitments relating to  a  joint 
investment project  between  the  Central African Republic  and the 
People's Republic  of the  Congo  (No  3100.443.03.05 and 
No  3100.443.05.12  - Purchase  of equipment  for  upkeep  of the 
navigable waterways). 
As  regards the  charges for resident  and technical control, 
which have  been debited in toto against the  Third  EDF  since 
1  January 1971,  the rate of definitive'commitments for the whole 
of the  AASM  and the  OCT-OD  is only  40. 3%  of the total 
commitments  making  up  the  budgetary endowments  made  available for 
this purpose  in the provisional  ECA  Budget.  This  situation is 
the result of the  delay in recording the definitive  commitments 
and  payments  in the  accounts which has  already been pointed out 
in the previous reports;  the rate quoted  above  therefore  only 
reflects the  charges for control relating to the financial years 
1971  and 1972. 
131.  The  payments  made  by  the  end  of the third year of 
administration of the Third EDF  amount  to 163  789  469  u.a.,  or 
18.2% of the  endowment  and  51%  of the definitive commitments. 
These  overall results,  however,  represent the aggregation of 
situations which differ very greatly according to the nature of 
the  aid  and  the identity of the recipient  country. 
Among  the  investments,  which  have  only  been settled to the 
extent of 47.8%  overall,  the rate falls to  28.9%  for  the Republic 
of the  Niger,  to 18.7% for the Republic  of Dahomey  and as  low  as 
1.1% for the Republic  of  Za!re. 
In the case  of the  general technical cooperation activities, 
the overall rate of  settlement  amounts  to  29.1%  but is only  4.3~ 
for  the  ~.  Account  must  nevertheless  be  taken,  as far as the 
valuation of this category of expenditure is concerned,  of the 
advances  paid to the  agencies  charged with the administration 
of the  scholarship funds  which  appear in the  balance sheet at 
7  700  32~ u.a.  It will not  be  possible for this  sum  to be 
charged to general technical cooperation until the supporting 
documents  which  must  be  presented by these  agencies have  been 
approved. CHAPTER  2:  CO!Vii'lEl'll:S  C0hCERN1NG  VARIOUS 
I'R.OJ.t~C'I'S  ______  ,._, ______ .  ___ _ 
Examination  of the  proje(~t;s closed  and  transmitt;~d  to  the 
Audit  Board  in 1973  leads  us  ·~;o  the  conclusion,  as  ir.<  previous 
reports,  that  some  projects of the :First  and  .Second  EDFs  ha~;e  b.':'len 
cha~acterized - and this BP?lies particularly to  scholarship and 
road pro,jects  - by  significen1i  overruns  of  time  and  ce)st  resul·tiug 
from  the  imperfection of the  preliminary studies,  t;~e 
modification of technical data,  the  inadequacy  of  supervisio~ nr 
the  failure  of contractors to meet  thei.r  c b:U.gations. 
a)  Thus  in the  case  of Project  No  11.23.209~ relating to  <:;he~ 
Institute for  Agronomical  f:itudies  at  Wa.kombo  (CE:::~tral  African 
Hepublic),  the  expenditure rose  to  1  724  668  u.a.,  an  incrense 
<)f  almost  40%  over the  amounts  initially anticipated  in the 
<~onvention.  The  convention was  concluded in !Viay  1962 but  the 
project was  not  closed financ.i.ally  until  31  December  1972. 
The  preparation for  tl:H:l  pro,ject,  which  was  carried out 
during the start-up period  of  the First Jrund,  was  based  on  1:;he 
desire to create  an  "estab~Lishment for higher education in 
Gentral  Africa"  which  waulci  accommodate  over  200  boarders 
eoming  from  four States.  For political reasons  ·t;his  aim  was 
abandoned at  a  time  when  the work  was  reaching  completion  and 
:L t  was  decided to  use  the  f.~stablishment  i~o  house  the  natiomd 
o.gricul  tural college which  had  originally been  plannf~d for 
Bambari;  this complete modif:ication of i:;he  original project, 
\ihich produced  an  investment ill-sui  ted  i~o  its final  use,  has 
also necessitated expensive  fitting-out  work.  Even at the 
outset the  construction  st~:mdards had  been insufficiently 
studied,  despite  the  financ:ing  of  two  supplementary  surveys  :i.n 
"'1963  and  1964  before  the  c~1ll for tenders in September  1965., 
Ji'urther modifications had  to  be  made  later.  'l'o  restrict our 
eomments  to the  building work  proper,  the  estimate stated in 
iihe  call for tenders file  amounted  to  255  million francs  CFA. 
The  contract  signed  in August  1966 was  for  352  million francs 
C:FA.  Supplementary schedules  br:)ught  this figure  evtm higher while  the 
1iime-limi  t  grew  from  24  to  35  months.  The  expenditure  finally 
reached  384  381  206 francs  GFA  after th.e  fi:nn  had  been granted 
a  sum  of 19  215  112 francs  CFA  in settlement of  a  dispute 
\tlhich  had  been  brought  before  the  administr.9.thre  tribunal  at; 
Bangui. 
In the  absence  of a  judicial decision it :is difficult to 
apportion responsibility between the  prime  contractor,  the 
firm  and the  services in charge  of  supervision.  According to 
information in the file, it is noted that the  Agriculture 
Department  caused  a  certain degree  of obstruction to the 
E!xecution  of the  contract  by introducing  nu::nerous  variations, 
1;hat  these difficulties were  c~ompounded by delays  in 
notification of service  orders  by  the Publi':  Works  Department, 
but  that  on  the  other hand  the contracting  ~firm,  selected by -15-
way  of compensation for its exclusion from  a  road-building 
project,  neither made  any  claim nor set aside  any reserve 
during the course  of the  work,  whilst  the  supervisory  servi.ces 
were  late in taking notice  of the financial repercussions  of 
these disruptions. 
b)  Another  project carried out  in the  same  State and relating 
to the Stock-Farming School at Bouar  (Project  No  11.23.311) 
prompts  similar comments.  Here,  too,  abnormally long periods 
for studies and preparatory work  and  major variations in the 
programme  necessitated supplementary work  and  equipment. 
·rhe  initial programme  set  up  in 1960  provided for  a  echool 
capable  of receiving  30  trainee veterinary surgeons.  The 
convention was  not  signed  until July 1963  and it was  not  until 
October  1967 that the contract  for the  construction of the 
school,  containing specifications established in a  study 
commissioned  in July 1965,  was  signed  - at  a  value  of 153  913 
u. a.  At  the  end  of  1968,  when  this work  was  alnor:rt  completed, 
the national authorities realized that this establishment would 
not  meet  the training needs  of  a  stock-farming service which 
was  rapidly expanding.  Two  supplementar,y schedules,  signed in November  1q6R 
and February 1969,  brought in modifications  and additions to 
the  work initially provided for,  increasing the  volume  of work 
required of the  contracting firm  by  34%  without  the issue of 
fresh calls for tenders.  The  project was  not  closed until 
30  September 1971,  at  a  total cost  of 263  280  u.a. including the 
cost of studies and  of equipping the  school. 
c)  In some  cases  the  use  of educational buildings is 
prejudiced by  the  inadequacy  of the auxiliary work,  by  delays 
in the  supply  of  equipment  or by  gaps  in the training 
programmes. 
Project  No  11.21.803,  the  construction of 15 general 
education colleges in Niger,  launched in June  1962,  included a 
major  programme  for the installation of water supplies which 
was  designed to meet  the  needs  not  only  of the  schools but also 
of the  localities in which  they were  situated.  The  taking 
over of this management  of the  urban networks  by  OFEDES  (the 
office responsible  for subterranean water),  which  was  desirable, 
gave rise to very  long negotiations which have  only been 
concluded for  one  centre.  In the  case  of the other centres, 
the  management  and  maintenance  of these  installations is the 
responsibility of the  schools  and in the case of one  of them 
(Tera),  despite additional  studies,  the water supply has still 
not  been properly assured. 
d)  The  convention relating to Project  No  11.22.110,  a 
nursing school  and  maternity hospital at  Lom~ (Togo),  was 
concluded in December  1962  and provided for the completion of 
this establishment in 28 months.  Closure  of the  project did 
not  take  place  until May  1972. 
Although the construction work  was  finished at the  end  of 
1968,  delays in the ordering  and delivery of equipment  held up 
the work  of finishing the project.  At  the  beginning of 1970 
the residential part of the  nursing school  was  not yet in 
service,  only one-third of the maternity hospital was  in use -16-
atnd  the surgical block was  still largely  unused.  This 
regrettable situation was  the result both of the  malfunction of 
c:ertain expensive  items of equipment  (sterilizers)  and  the 
shortage of qualified staff.  Four years later it is still 
proving impossible to bring the  sterilizati.::m apparatus into 
s:ervice. 
The  frequency  in the  occurrence of  case·s  in which  well-
executecl  investments  cannot  be  properly  used.  ior lack  of 
maintenance,  satisfactory replacement  of  eq:.:ipment  or sufficient 
staff,  prompts  the  Audit  Board  to  express the 1iish that  on  the  one 
hand  when  calls for tenders  are  made  the  after~-sales service 
offered  should  be  an  important  element  influenGing the  choice  end 
on  the other hand that  a  close,r link should  be  est'S!.blished  between 
the  investment projects and  the  programmes  C1'C'  scholarsh.:Lps  ;:md 
training financed  by  the  EDF. 
133.  There  are  also  some  significant time  ancl  eost;  ovf!!rruns  in 
the road-building sector due  to the  inadequacy of  prelirul.na:r.•y 
studies,  changes in the  programmes,  poor  qualit;y  Clf  execution and 
insufficient supervision. 
Our recent audit reveals  various  examples:: 
a)  Asphal  ting of the Ya.ounde-N 'Balmayo  road  (Cameroon, 
Project  No  12.22.208)  was  the  subject of  a  financing  conven~ 
signed in September 1961.  After  a  study carri.ed out  by the 
local administration the  contract for the  work  was  signed in 
December 1962.  Defects in the  study  gave rise during the 
course  of execution ·to  numerous  alterations in the  work  and  to 
additional  work  which  was  the  subject  of four successive  S'..lpplementary 
schedules,  the  last  one  of which  was  notified mo:re  than one 
y~ear after the  order for  the  work  and  after its provisional 
a~~ceptance.  The  record of final  acceptance:  has never been 
produced and,  because  of  a  :fiscal dispute  between the 
aciministration  and  the  firm,  the  final  closure  of the project 
did  not  take  place  until November  1971,  seven  and  a  half years 
after the  work  had  been  completed. 
b)  The  Cotonou-Hillakondj!~ road  (Dahomey,  Project  No 
211.007.09),  which cost  727  million francs  CFA  to construct 
(for a  contract price originally set at  634 million),  sustained 
v«-,ry  heavy  damage  soon after  comple~ton at the  time  of the 
1968 floods.  The  reinstatement  work  has cost 409 million 
and  has  been financed  in part  from  the  re:':3erves  of the First 
EDF  (88 million)  and,  for the rest,  from  the  unused  balances 
oj~  the Second  EDF  and  from  a  levy of 166.6 million against 
Project  No  213.480.40  which relates to the 1967-68 
sc:holarship  programme. 
The  scope  of this work,  which is not  limited  simply to 
rE~pairs to the  surface  but  includes additional  embankment  work, 
the construction of new  chaiLnels  and  culverts and the 
rE!constitution of the  base  layer,  and  the  fact  that  such work 
hc:1s  become  necessary not  only  on the  20  km  sect:ion which  was 
submerged by the floods  but  also  on other sections of this -17-
98  km  road,  tend  to prove  that the original work  was  not 
properly executed.  In these conditions it seems  that a  large 
part of the cost of reconstituting the  base  layer .should have 
been made  the responsibility of the  contracting firm. 
c)  The  improvem~nt and asphalting of the Kinkala-Boko  road 
(Congo-Brazzaville,  Project  No  211.005.13)  was  the  subject of 
a  financing convention in February 1967.  While  the original 
sum  provided  for  was  600 million francs  CFA,  the total 
expenditure has risen to 893 million,  which  gives  an  average 
~oat of 15 million per km  and  a  cost overrun of  49~;  this has 
necessitated recourse to additional finance  from  the  Thi.rd  EDF 
(Supplementary schedule  No  1  of January 1972,  Project  No  3100.441.05. 
09).  This  figure  includes  the  cost of  supervision of the 
work,  at  38  million,  and  an  additional payment  of 60 millicn 
made  to  the firm  following  the revaluation of the  DM,  clause  3 
of the  contract having stipulated that  up  to 40%  of the 
payments  could  be  made  in this currency. 
The  initial study,  carried out  by the  local 
administration,  contained  shortcomings which necessitated the 
making of major  modifications in mid-execution not  only as 
regards the  use  of materials but also in the  actual route to 
be  taken by  the road.  Whereas  the works  contract notified in 
August  1969 stipulated execution within 20  months,  it was  not 
until July 1971  that the technical and financial preparation 
of the project had  been put in train,  thus  entailing an 
extension of the  time-limit  and  a  revision of the  contract. 
It appears that the  supervision of the work,  both  by  the  team 
of technicians paid through ECA  and  by  the resident supervisor, 
bas  been too  lax.  Since  the  completion of the  work, 
maintenance  of the  road bas  not  been properly provided and 
drainage  and  repair work  bas  not  been carried out.  The 
reconstitution of the sections damaged  in this way  will raise 
still further  the  already elevated cost of this road 
infrastructure. 
d)  The  project for the  construction of the Ituri road  (Zaire, 
Project  No  12.11.005)  launched in 1962 wasabandoned  following 
the  troubles in 1964.  However,  the  project was  not  closed 
until February 1972,  eight years after the  cessation of work 
at the site,  after the  firm  had  been paid  a  sum  of  465  900  u.s., 
including an  indemnity of  177  586  u.s.  equal to 10%  of the 
difference  between the  contract  sum  and  the  value  of the  work 
executed.  Part of the  appropriations  made  available were  used 
to  finance  cost  overruns  on  other projects,  notably Project  No 
211.004.18  (Mwene-Ditu Mbujimaya road). 
The  same  public works  firm  had  been entrusted in 1962 with 
the  construction in this country of the  Lwanga-Mussenge  road 
through  a  contract worth 1  311  043  u.a.  A supplementary schedule, 
of which  notice was  given in December  1966,  more  than tripled the 
contract  sum,  bringing it up  to  4  000  000  u.a.  and raised from 
45.78%  to  57.46%  the portion payable in foreign  currency. 
This  exceptional  increase is said,  according to the replies 
transmitted,  to  be  due  to  the  volume  of additional work  arising 
from  the grave defects discovered in the initial study,  to the 
use  of new  techniques,  to  the rise in prices and  to the 
necessity of making  good  the  losses suffered by  the firm 
following the events of 1964. -18-
134.  Certain agricultural  inves;~ments did not  have  the  economic 
effects expected because  the projects did not  include  a  serious 
study of the  marketing of the  products  or of t;he  managerial staff 
neces:Bary  for marketing. 
:rhus  of the  six programmes  making  up  Project  No  12.11.008, 
"Revi,al of the  agricultural economy  of the  province  of Kinshasa
11
, 
three  ended  in failure  as  a  con~Jequence of faulty organization of 
sales outlets and  lack of qualified personnel. 
nespite the  investments  ex@tcuted,  the  number  of hectares of 
banamt  plantation maintained  and  the  production of  stems  have 
continually declined.  In 1972 the  area  of productive plantations 
repree;ented  no  more  than 22%  of that under cultivati.on four years 
previously.  In the  same  way  the plantations of citrus fruits 
have  stlso  been progressively abandoned,  for  lack of a  serioun 
marketing organization.  Finally,  the  expenditure  on the 
develc1pment  of cooperatives has  proved to  be  a  pure  loss  because, 
when  the personnel providing the  technical assistance were 
withdrawn,  no  qualified managerial staff could be  found  to replace 
them. 
135.  The  over-spending on  numerous  investment  projects arises in 
part  from  the  abnormally  long  periods elapsing between the  issuing 
of calls for tenders  and  the  signing of the  contracts. 
Checks  carried out  on  projects in Upper  Volta  have  shown that 
a  period of  from  1  to 4  months  elapses  between the analysis of the 
tenders  and  approval  of the  minu·te  of acceptance  and that the 
signature of the contract requir.es  a  further 6  months  after this 
decision.  Such time-lags have  repercussions  on the  contract sums 
through the  operation of the  pri1;e revision clause. 
T:tle  EDF  departments,  conscious  of the  cost of these delays in 
a  time  of inflation, have, it must  be  added,  asked the resident 
supervisors to approach the  nati<mal  administrations in an attempt 
to  speed  up  these  procedures. 
136.  Linked technical assistance 
The  financial  management  of  some  study contracts deserves  to 
be  scrutinized more  closely. 
An  expert's report on  techni.ques  for the construction of a 
loading  station in the port  of Lomi  (Togo)  was  the  subject  of a 
contract for  6  906  u.a.  (Project  No  212.118.22).  The  expert's 
mission lasted from  12 to  21  February 1971.  This  operation did 
not  bec:ome  the  subject of  a  commitment  proposal  until 14 April 
1971;  the proposal  was  granted the  "prior" approva.l  of the Financial 
Controller on  20  April 1971  and  the expert was  given notice of 
the  contract  on  15 July 1971. -19-
In the  case  of  the  supplementary study on  the  installation of 
a  water  supply to  serve the  Banfora  area  (Upper  Volta,  Project 
No  3122.132.09.11),  the work  commenced  in November  1971  before 
the  supplementary schedule to the contract relating to  the work  had 
been notified and  even before the commitment  proposal had been transmitted 
to the Financial Controller who,  on  the first occasion  (8  December  1971), 
refused to  grant  approval  and  did not  grant it finally until  20  January 
1972. 
Although  the  commencement  of  a  study before notification of 
the contract may  in certain circumstances  seem  an.  acceptable 
departure  from  principle on  grounds  of  urgency,  the  provisions of 
the Financial Regulation concerning prior commitment  and the 
Cont:rpller' s  approval  should nevertheless be  respected. at all t.imes. 
The  studies for the  prepara.tion of  the<  files for 
diversification aid to  Cameroon  (Project  No  212.802.01)  gave rise 
to  the signature of a  contract  and three supplementary schedulefl  ,,lhich  had 
a  retroactive effect.  The  work  commenced  on  10  September 1964  and  the 
contract  was  not  signed until 9 October 1964.  Supplementary schedule  No  1 
changing the rate of the subsistence allowance  as  from  1  September 1964 
was  signed on  19  January 1965.  Supplementary schedule  No  2  prolonging 
the duration of the mission from  28  February to  30  May  1965  did not 
receive the visa until 25  June  1965.  Finally,  Supplementary schedule 
No  3 granting a  further extension until  31  July 1965  was  not  signed 
until 29  July 1965. 
Whereas it may  be inevitable that the  supplementary schedules  revising the 
rates of allowances  should only  come  into existence  a  posteriori 
after the  movement  in the price  indices has  been ascertained, it 
is inadmissible that the other contractual documents  should only 
be  drawn  up  by  way  of regularization. 
Some  elements  of  the  cost  of the studies should  be better 
estimated at the outset,  more  closely supervised during execution 
and  better substantiated at  the  time  of payment. 
The  expert  economic  and financial report  on  the Office  of the 
Niger  (Mali,  Project  No  212.111.05)  was  intended to define the 
means  of developing that agency  (agricultural production,  system 
of operation,  organization of the enterprise  and  of the  subsidiary 
industries).  Started in August  1965,  this  study was  financially 
closed in February 1967 but  the  accounts  and  supporting documents 
were  not  transmitted to the  Audit  Board  until March  1973. 
The  expenditure  under  the  contract,  committed in the  sum  of 
12 152 u.a.,  finally reached the  figure  of 17  780  u.a.  (an over-
spending of 46%).  The  expert was  ~ranted substantial additional 
fees  to remunerate  him  for 160 days  work  whereas  the  study 
contract had  only provided for 60.  Some  travel expenses were 
reimbursed without production of the control stubs or the  agency 
invoices.  Finally,  the expert's report  was  permitted to  be 
printed in 100 copies at a  cost of  3  000  u.s.  which would  seem 
to be  an extravagant  expense  not essential for the  use  of the 
study. -20-
Certain expensive preparatory studies would  seem  to  be  only 
worth  pursuing  up  to  the  stage  of the  preparation of the  technical 
specifications file for  the  invitation to tender if the 
probability of the project being launched is sufficiently assured. 
Thus  in July 1965  a  study was  set in motion concerning  a  road 
following  the  route  Ouagadougou-Kaya-Dori  (UppElr  Volta,  Project 
No  212.109.01)  to  serve the  North-Eastern region  of the  Upper 
Volta  and  the possible  transpo.cta.tion  of  manganese~ ore  from  the 
':rambao  mines"  This  study  came  to nothing because,  the  Upper  Volta 
authorities decided to institute new  studies for the  constructj_on 
of  a  railway.  It is regrettable that;  the first study,  in the 
absence  of  a  firm  option,  was  "taken  as  far as  the  preparation  of 
the  technical documents  for the  launching of  t~e invitation to 
tender and  thus  gave rise to  tb.e  high expend.i  ture figure of 
511  372  u.a. 
Some  contracts relating  t1:)  the direction and  supervision of 
work  also give  grounds  for  comment  about  the procedures for 
comm.i tment  and  the  speed  and  SIJ.bstantiation of the  payments. 
The  contract relating to  t;he  supervision of  joint work  on 
several road projects in  Casam~:~nce  (Senegal,  Project  No 
15.2·1.100)  was  not  signed  until 11  June  1963  although the mission 
had  ;actually started work  in mid-December  4962.  Similarly the 
codi1:::il  concluded at the  end  o:f'  December  19&~ extending the  scope 
of  the  planning office's missil)n to new  projects and raising the 
contract  sum  from  141  440  u.a.  to  226  855  u.a.,  concerned work 
carried out  from  June  1963  onw<lrds.  If the  aw·arding  of the 
contracts was  tardy,  making of the payments  t..ras  even more  so.  Some 
travel expenses  incurred in 1963,  claimed in December  1966, 
were  not  reimbursed  until  March  1968.  The  last 
acco11nts  covering the revision of prices and  the  balance  of the 
installation costs,  rendered  in November  196'7  and  May  1968,  were 
not  paid until May  1971.  Default  by  the  national authorities 
forc~~d the principal authorizing officer of the  ED.F  to  serve  as  a 
subsi;i  tute for the local authorizing officer in order to  be  able 
to  SE~ttle  a  project more  than  Hix years after the  end  of the 
mission. 
When  the  travel expenses relating to  the  contract for the 
supervision of work  on  the Ituri road  (Zafre)  were  reimbursed, 
first-class rail fares  from  Luxembourg  to  Lisbon and  second-class 
air fares  from  Lisbon to Matadi  were  paid,  on the basis  of' 
vouchers  from  the  planning office. 
The  checks  carried out  by  the  Audit  Board have  established 
that  these  journeys were  made  respectively by  car,  then by  sea 
(first class) whereas  the  contract  stipulated the  use  of tourist 
class travel  (air,  sea,  rail)  end  the  submission of the  supporting 
vouchers.  The  contract also  stipulated that the  expert  should 
take  up  his post  at Kisangani  em  ·1  August  1963  and  allowances were 
gran't;ed  to him  as  from  that  dat;e  although he  did not  arrive  at his 
destination until 10 August  and.  the  date  of his entry into Zafre 
has still not  been established. 
In order to facilitate stricter control over the  payment  of 
travetl expenses  and  the  duration of missions,  the production of 
the travel documents  should  be  demanded,  in accordance  with the 
expretss  provisions in the contracts. -21-
In the  case  of the  study for the 
11pre-investment" at the 
port  of  Lorn~  (Togo,  Project  No  212.118.16),  the  delays found  in 
the  payments  are  the result,  according to the replies received 
from  the Directorate of the  EDF,  of negligence  on the part of the 
planning office which had  been late in submitting the quarterly 
progress reports necessary for  payment  of the third instalment  and 
whose  final  study,  judged to be  inadequate,  should  have  been drawn 
up  and  completed  to  authorize  payment  of the balance.  Under 
these  circumstances it is regrettable that this negligence  and 
these delays did not  lead to  any reduction in the  fee  but that  on 
the  contrary the  delay thus  imposed  on the final payment  caused 
the  EDF  to have  to  pay  a  surcharge  because  of the  currency 
fluctuations which  had  occurred in the  meantime. 
137.  General  technical  cooperation 
Some  general  studies charged  under this heading would  seem 
to involve  administrative  expenditure  by  the  Commission rather 
than intervention operations  by  the  Fund. 
This is the  case with the  study commissioned in July 1968 
from  an  organizational planning office for  the processing by 
computer  of the  statistics of the  EDF's  contracts.  Only the 
smallness  of  some  of the  Commission's budgetary  endowments  could 
have  caused this operation to  be  charged to the  accounts of the 
EDF  (Project  No  213.180.45)  in which,  moreover,  it should have 
been  entered  under  "Administrative and financial costs
11  rather 
than  "General  technical cooperation". 
Under  the  terms  of the  contract the  study  should have  been 
completed  by  the  end  of December  1968 but  the final report  and the 
programmes  were  not  produced  until 2  J·uly  1969.  Furthermore, 
they were  not  completely satisfactory and  the  preparation of  a 
programme  (No  10005)  was  not  finalized  by  the  time  the  balance  on 
the  account  was  paid. 
-
A supplementary schedule of regularization,  signed on  11  September 
1970~ raised the amount  payable under the contract  from  796  200  Bfrs 
to  '183  723  Bfrs  to take  account  of additional costs to the 
contracting firm  occasioned by  the transfer of the  Computer  Centre 
to Luxembourg,  costs which were  paid without  the  backing o! 
supporting documents  on  the  personnel relocations. 
It seems  that in the  case  in point the delays  infl~cted 
on the  implementation of the  programme  and the  unsatisfactory 
quality  of  some  aspects  of the  study  should have  prompted the 
imposition of a  penalty. 
A study contract concluded in 1962  on  "The  formation of 
prices for public works"  was  initially taken on  charge  by  the 
Commission's  Budget,  the  Commission  having met  the  main  costs in 
1963-64 with the  exception of  a  balance  of  9  768  u.a.  !or the 
reimbursement  of travel expenses.  The  budgetary appropriations 
having been cancelled at the  end  of the financial year 1964 as 
they had not  been  used,  this balance  became  the  subject in 1965 
of  a  project  charged against  the  Second  EDF  (Project  No 
213.180.20).  This  project was  declared closed in April 1967 
without  any  fresh  payment  having been made,  since the  financial -22·-
departments considered that the request for  payment  of  subsistence 
allo1¥ances  and  reimbursement  of relocation expenses  was  not 
sufficiently well  substantiated.  The  project  h~ to  be  reopened 
in November  1967 to  permit  payment,  as  the  departments  had 
finally decided to accept  the proffered evidence. 
Similarly Prc,iect  No  213  .. 118.06,  a  transport  study in Togo, 
was  only  charged  tc  the  Seeond  EDF  to  cover an 1:1ddition to  a 
study financed  under  Chapter  1? of the  Commission's  Budge·t  for 
the  ~inancial year 1965,-namely to  pay  the  travel expenses  of 
experts to  Brussels,  the reimbursement  of which  h<:d  not  been 
provided for in the  contract in any  case. 
Some  general  economic  or statistical studies are  sometimes 
chare~ed to the  ED.F  under  the  heading  of gene:.·al  liechnical 
coopE!ration or to  Chapter 26  of the  Commis;sion' s  Budget  without 
the  c:ri  teria for  charging in this way  being  alw;s.ys  clear. 
Some  studies  on  the  industrialization of  the  w.~VI  have  been 
the  subject of  several  successive contracts  and  codicils  (Project 
Nos  213.180.13  and  213.180.19)  which  do  not  always  provide  for 
the  production of reports and  which could  be  descri.bed more  as  a 
financial participation in a  university centre for the  study of 
the developing  countries than  an  order for  specific operational 
studies. 
In the  case  of the  study  on  the development  of tourism in 
Senegal  (Project  No  3122.120.15.07)  an  instalment of  25%  of the 
total fees  should have  been paid on signature  of the contract,  at 
the  end  of June  1971,  and.  the  experts should have  arrived in the 
area  at the  end  of  November.  As  a  result of negligence  by  the 
national authorizing officer the  instalment  was  not paid over 
until mid-February  1972  and  the  mission was  delayed  accordingly. 
Contrary to  the  clauses  of the contract,  the  successive 
payments  of 25%,  50%  and  75%  were  calculated  on the total 
estimated  amount  and  not  on  the  lump-sum  total fee  alone 
(DM  115 605).  In this way  DM  ·10  908  was  included as 
reimbursement  of travel expenses without  the  production of 
supporting evidence.  Finally,  in the  absence  of  any  contractual 
provision,  no  reduction was  applied  to take  account  o.f  the  delay 
in producing the report. 
1rhe  Commission  has  announced  that  as  from  April  1973 penalty 
clauses relating to default  in execution are  being introduced intc 
the  study contracts. 
138.  frodu~~tion aid 
~rhe projects classed under this heading  of  the  Second  EDF 
comprise  two  types of intervention,  which contribute either to 
price maintenance  or to the  structural  improvement  of crops. 
~~hese programmes  are di  vidE!d  into annual  tranches 
correBponding to the  marketing  seasons.  Article 16 of Financial 
Regulation  No  64/356 stipulates that the definitive accounts  of 
each tranche  must  be  closed within the three months  following  the -23-
end  of the  season on  the  basis of a  detailed,  verified and 
approved report  (provided  by  Article  32  of Protocol  No  5 annexed 
to  the  Yaounde  Convention). 
In its earlier reports the  Audit  Board has  several times 
noted that the  settlement  of these interventions is slow  and 
laborious,  chiefly owing  to the  shortcomings of the files 
transmitted by  the  local administrations wjth  a  view  to the 
payment  of  the  aid. 
The  1973 audit  gives  us  cause to reiterate this  comment. 
At  the  end  of the  financial year the  following  operations still 
remain  open:  1964-65  season - Madagascar;  1965-66 season -
Madagascar  and  Togo;  1966-6?  season - Madagascar,  Togo,  Niger 
and  Chad;  1967-68  season  - Senegal  and  Niger;  1968-69 season -
Madagascar,  Mali,  Cameroon  and  Chad;  1961) ··'70  season - Cameroon; 
1970-71  season - Cameroon  and  Senegal;  1971-72  season -
Madagascar. 
Active  approaches  should be  made  to the  local administrations 
in order to arrive  at  a  more  rapid settlement of these  programmes. 
One  of these  programmes  in particular has attracted the 
attention of the  Audit  Board.  It concerns  the  1965-66 tranche of 
production aid to Mali  (Project  No  214.011.17).  In June  1966 
the  amount  of finance  to be  provided was  fixed at 407.9 million FM 
of which 128.5 million  FM  was  to  take the  form  of price support 
for cotton and  groundnuts  and  279.4 million FM  was  to  take  the 
form  of structural aid.  The  first part of the  programme  was  not 
in the  end  the  subject of  a  commitment. 
On  the other hand  the measures  for  structural improvement 
developed beyond  the time-limits  and  amounts  provided for. 
Codicil  No.  2  to  the  convention,  signed in June  1967,  prolonged 
its validity until  30  June  1967 to  take  account  of the  long delays 
in preparing the file for invitations to tender for the  supply of 
agricultural equipment,  although the draft of the file had been 
sent to the  Commission  on  1  September 1966 before  even the 
convention had  been  signed. 
This  extension to  30  June  1967 proved insufficient and 
commitments  were  entered into  up  to  June  1969 without  any  new 
codicil having been made.  Payments  continued until December  1971 
and  the project was  closed in January 1972 at  a  total of 480.7 
million  FM  \not  including the deficit of 40 million FM  on the 
special account,  mentioned in Para.  219  of the 1971  report  and 
still not  cleared at the  end  of 1973).  The  over-spending arises 
principally from  slowness  in the  execution of the  ~rogramme and 
the  effects of  currency devaluations. 
In March 1974 the  Commission  reopened this project  and 
charged to it an  additional  expense  of 90  136  u.a.  which relates 
to the regularization of the  above-mentioned  account.  The 
Commission considered that it would  be  impossible to recover the 
sums  due  by the  Mali  Government  under the  head of the  exchange 
guarantee  provided for  by  Convention 415.  The  cost overrun is 
increased by  this amount. 139.  Aid  towards  the  payment  of interest 
a)  The  granting of this type  of aid was  provided for  by the 
First Yaound'  Convention with  a  view  to facilitating the 
financing,  through  loans  from  the Europec:1n  Investment  Bank, 
of major projects whose  profitability would  have  been 
compromised  b~'  too  high  a  rate of interest.  No  aid was 
E;ranted  under  t;his  heading  by  the  Second  ED:!?. 
The  Second  Yaounde  Convention simplified these procedures 
by  p1ermitting the  granting of this aid' in a  "global"  and 
lump--sum  form.  By  the  end  of 1973 this type  of intervention 
had  been utilized by  the  Tb.:ird  EDF  for  twelve  projects  fo.r..~  a 
total of 3  773  940  u.a. 
b)  The  joint intervention  of  two  financ:ia1  authorities with 
different motives has given rise to  some  difficulties recently. 
Of  course  the  two  agencies,  which regularly hold coordination 
meetings,  are both  seeking to assist the  development  of the 
associated countries,  but  the  Bank  has  to pay more  a-ttention to 
the financial profitability of the  operation and  the  EDF 
authorities are  more  concerned with the  economic  or social 
consequences. 
In a  recent  case  a  controversy arose  over the division of 
prerogatives  between the  Bank,  the  EDF  Committee  and  the 
Commission in connexion with the  granting of  a  lump-sum 
interest subsidy.  These  differences of opinion related both 
to the hierarchy of responsibilities and  to the extent of the 
economic  and  financial  supporting evidence to be  furnished to 
the  various  bodies.  It would  be  desirable  for the  texts in 
question to  be  given  a  clear i.nterpretation by the  Council. 
c)  The  very fragmentary documentation obtained  by  the  Audit 
Board  on certain projects did not  enable it to form  an  opinion 
on the  economic  justification for the intervention of the  EDF. 
In the  case  of a  hotel project in Gabon  and  some  industrial 
projects in Ivory Coast,  it seemed to the Audit  Board that the 
good  prospects  of profitability and  the guarantees  and benefits 
granted by the States involved removed  some  of the reasons for 
granting the interest subsid.y. 
140.  Resi·dent  and technical  superviision 
a)  In its previous report:s  the  Audit  Board ha.s  repeatedly 
stressed that the  charging of the  expenditure  on resident  and 
technical  supervision in th43:  accounts  of ·the·  EDF,  effected 
through the European  Cooperation Association, is not 
s.9tisfactory. 
This  remark does  not refer to the  chronologica.l division, 
i:o.evitably arbitrary,  which has  led to the  charging of these 
c~osts to the First EDF  up  t1:>  30  June  1966,  to the  Second  EDF' 
up  to  31  December  1970  and  :since  that time to the  Third EDF. 
Rather,  it is directed towards  the  accounting methods  adopted 
fc>r  both the  commitments  and  the payments. -25-
The  accounts  of  the  Third  EDF  for  1973  do  indeed  show 
abnormal  amounts  of over-spending against appropriations  under 
the  heading  "Resident  and  technical supervision".  For  the 
~  these  overruns  amount  to  4  357  255  u.a.,  or 57%  of the 
commitments,  and  for  the  OCT-OD  to  585  005  u.a.,  or 96%. 
This  situation results  from  the fact that the  administrative 
departments  of the  EDF  do  not integrate into their accounts  the 
estimated  commitments  entered  into by the  ECA.  The  procedures 
used  by  the  Association  and  the  Commission  should  be  harmonized 
without further delay. 
In the  payments  sector this heading  in the  EDF's  accounts 
does  not always  reflect the real outlay for .the financial  yea~ 
since  the debiting of expenditure  continues  to  be  effected with 
a  time-lag of one  year.  It has still not  been possible to 
close this interval although the  ECA  has  made  real efforts to 
shorten the  time  needed  for verification of the  advances  and 
preparation of the accounts. 
Without being  able to meet  the  statutory deadline for the 
presentation of the  accounts  (two  months  after the  end  of the 
financial year),  the Association nevertheless  managed  to  close 
them  by  the  end  of April.  The  Audit  Board  received  informal 
notification to this effect at the  beginning of June  1974 but 
the  supporting documents  relating to  the financial year are 
still held  by  the  auditor  and  the financial controller. 
The  comments  which  follow are  consequently limited to 
observations  prompted  on  the  one  hand  by  an analysis  of the 
balance  sheets  and  management  accounts  and  on the other hand 
by verifications carried out in the  ECA  departments  on certain 
special points. 
b)  The  balance  sheet  shows  that the l!DA  departments  have 
devoted  themselves  to  implementing the  Audit  Board's previous 
suggestions.  Thus  the  amount  of liquid funds  under  "Banks" 
and  "Imprest accounts"  has  been noticeably reduced.  Similarly 
the  pace  of verification of the  advances has  been  improved  and, 
at the  end  of 1973,  the  amount  awaiting verification represented 
no  more  than  7.2%  of  the total expenditure paid  out  by  the 
administering corporations. 
The  overseas  inventories have  now  been set up  and  kept  up 
to date  and  the  EAC  expects,  as  from  1974,  to  be  able  to install 
a  more  accurate  system for the  recording  and  control of the 
running  expenses  of the vehicle fleet,  which  increased from  189 
vehicles in 1971  to  202  in 1972  and  220  in 1973. 
The  procedure for granting the prior visa for controlling 
the preparations for payment has  been  improved,  permitting an 
acceleration of payments  to  the  agents  and  suppliers to  be  made. 
After two  years  o~  runningi~theoperation of the  small  computer 
acquired  by  the  IDA  now  seems  satisfactory. 
c)  The  total expenditure  borne  by  the l!XlA  in 1973  amounts  to 
9  694  681  u.a.,  of which  637  803  u.a.  relates to Head  Office 
(6.5%),  7  064  495  u.a.  to technical supervision  (72.9%)  and 
1  992  383  u.a.  to  technical assistance  (20.6%). 
The  increase  in the Association's total expenditure is 
3.9%  over 1972  and  45%  over 1969. -·26-
'l'he  figure  for  "Sundry debtors"  shows  a  net reduction: 
25  94~;  u.a.  as  again9t 37  48~~ u.a.  in 1972  (- 31%).  However, 
certain substantial  items  ca11 for more  rapid  settlement: 
Goossens  5  131.98 u.a.  recovery of salary 
Da  Camara  2  138.57 u.a.  dis)uted tax  (recovery of Belgian 
tax 
Porschman  5  823.45  u.a.  disputed tax 
Pirzio-Biroli  1  359.45  u.a.  balance  due  on  advances, 
resident supervisor 
Advances  approved for the purchase  of private cars for use 
on  thE!  department's  business continue  to  be  granted  and  appear 
in  thE!  balance  sheet at 15  091.64 u.a.  The.se  advances  are paid 
in  the  form  of mileage  allowances  to  the overseas  agents.  One 
might  ask why  the granting of such  advances  is necessary when 
the official vehicle fleet is already rather large. 
The  expenditure  awaiting regularization amounted  to 
94  956  u.a.  at the  end  of 1973  as  against  81  601  u.a.  at the 
end  of 1972  (+  18.8%).  It relates to debts paid by  imprest 
p.dvances  for which the  supporting  evidence  is still awaited  and 
represents  5.3%  of the  expenditure laid out by  the paying  agents. 
Staff strengths under the administration of the  JX:A  during 
the past three years have  changed as  follows: 
End  1971  End  1972  End  1973 
Head  Office  27  30  28 
Special contracts  (inc.  staff 
concerned with trade fairs, 
exhibitions  and  symposia)  33  36  37 
Overseas  supervision 
(inc.  planning offices)  119  127  131 
Technical assistance  77  59  61 
~56  252  257 
Locally-recruited servants  258  277  293 
Total  514  529  550 
Payment  of the  remuneration of this staff has  given rise to 
a  sharp  increase  in accounting operations  because  of changes  in 
the parities of the various currencies. 
The  Audit  Board has  seVe!ral  times criticized the recruitment 
and  administration by  the  l!DA.  of personnel  on  special contracts, 
criticism which  in fact applies to the administration of 
D.G.  VIII. - 27  -
The  forecasts,  repeated  many  times,  of the  progressive integration of 
these  servants under the  Commission's budgetary item headings are far 
from  becoming a  reality.  Therefore  we  once  again request  that this 
regularization take  place without  further delay. 
d)  In the  sector of staff expenditure  two  specific situations deserve  a 
mention: 
From  1 October  1972  to  31  March  1973  the  ECA  at the  Commission's 
invitation,  covered the  employment  by the Directorate-General for 
Social  Affairs of a  temporary  servant by  a  study contract  charged  to 
the EDF:  this servant had been Horking for the  Commission  since 
1 January  1969  and his last contract had expired on  30  June  1972. 
The  EAC  contract provided for the  payment  of fees  of 274  548  Bfrs 
for the  six months.  The  Commission,  ignoring the  Financial Controller's 
refusal of approval,  subsequently renewed  the  temporary  contract of this 
servant  (who  was  appointed as a  probationary official at grade  A/5 
a  few  months  lateT).  ·This appointment was  retroactive to  1  July 1972 
and  the person  concerned  found  himself being paid "arrears" of· salary 
as from  that date 1>1ithout  any deduction  from  this back pay in respect 
of the  fees already paid to him.  Since  then the  ECA,  which ha.d  however 
indicated the necessity for  such a  deduction,  has been trying to 
obtain repayment  by this official of his debit account,  which still 
stands at 256  599  Bfrs. 
On  1 January  1974  there was  recruited as resident  supervisor a  former 
senior official of the  Communi ties '1-1ho  had  taken advantage  of the 
provisions of Regulation No  2530/72  (shortened  service in consideration 
of a  monetary payment)  and  the provisions of Article 42  of the  old 
F.CSC  Staff Regulations,  which  granted him  full pay for a  period of 
three years followed  by  an early pension;  this was  in addition to 
his remuneration as resident  supervisor.  Whatever the  legal arguments 
advanced  to  justify the  formal  regularity of this recruitment,  which 
was  not made  directly by the  Communi ties but  through  a  satellite 
organization,  the fact  remains  that the  simultaneous  payment  of two 
salaries out of Community  funds is plainly contrary to the spirit of 
a  regulation designed for the purpose  of the  removal  of managerial 
staff. 
On  this occasion the Audit  Board believes it ought  to draw attention 
to the  comments  in its previous report  concerning,  on  the  one  hand, 
the desirable integration of the resident supervisors into the official 
staff of the  Communities  and,  on  the  other hand,  a  reexamination of 
the  reasons for this dismemberment  of Community  administration constituted 
by the ECA. 
1Ll1.  Advances  to the  stabilization funds 
At  the  end  of the  financia.l year  1973  the balance  of advances to be 
recovered was  still as high as  2  537  750  u.a.  During the financial year 
the  only amount  collected was  the balance  of the  advance  granted to the 
Burundi  Office of Industrial Crops,  at 853  447  u.a. -28-
On  the other hand the accounts  de>  not reflect the partial repayment, 
in the  sum  of  248  000 u.a.,  by the  Chad  cotton prices stabilization 
fund  which  the  Commission  reported in its reply to last year's report 
of the  Audit  Board.  Similarly,  the debt  due  from the Madagascar 
sugar fund  remains  unchanged. 
It seems  that new  efforts are nec:essary to secure  repayments  more  in 
conformity with the  agreements. 
+ 
+  + 
'I'his  Report,  drawn up  in the French  language,  was  agreed by the Audit 
Board.  in Brussels  on  1  October  1974. 
Mr  G.  Freddi,  President 
Mr  M.  Bernard 
Mr  R.  Burgert 
Mr  J. French 
Mr  P.  Gaudy 
Mr H.  Hartig 
Mr  A.K.  Johansen 
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PART  TWO:  THE  EUROPEAN  DEVELOPMENT  FUBDS 
I  N T  R 0  D U C T  I  0  N 
122.  Closing and  transmission  of  the  accounts  (p.  2) 
a)  It is true  that it has  not  been possible to respect  the  time  limits 
for  the  transmission  of  the  balance  sheets and  management  accounts 
of the  Funds  to the  Audit  Board.  The  difficulties inherent in 
computerizing the  accounts  of the  operations financed by  the  EDF  on 
the  one  hand,  and  the  time  necessary  for  the  centralization of the 
records  passed by  all the  resident  paymasters  and  their paying 
offices  on  the  other hand,  made  it impossible  to close  the balance 
sheets and  management  accounts  by  31  March. 
Nevertheless,  for  two  years,  and at  the  request  of  the  Audit 
Board,  the  Commission  has  been submitting provisional documents 
before  that date. 
By  proceeding in this way  the  Commission  considered that it would 
be facilitating the  work  of the  Audit  Board.  Obviously the 
Commission  would resort to the  former  procedures if the  Audit 
Board preferred to be  supplied with  definitive  documents. 
However,  the  Audit  Board's attention should be  drawn  to the 
difficulties experienced by  the  Commission,  for  the reasons set 
out  above,  in meeting  the  deadline  of 31  March. 
This is why,  when  the  financial regulation relating to  the 
operations  of the  future  EDF  is drawn  up,  the  Commission,  basing 
its proposal  on  the  provisions of  the  general financial regulation 
applicable  to  the  Budget  of  the  Communities,  will  propose  that  the 
date  of  transmission  of  the balance  sheet and  management  account 
should be  moved  to  1  June. 
3 Replies qy  the Commission 
b)  In examining  the  accounts rel,ating  to  the  financial  years  1971, 
197~~  and  1973,  the  Audit  Board  discovered a  number  of accounting 
errors. 
For  the  financial years  1971  and  1972  the  Commission  proposes  to 
prepare  a  "corrigendum"  as  so<on  as  possible. 
With  regard to  the  financial year  1973,  the  Commission  made  the 
corrections which  were  necessary before  the  d~finitive adoption, 
on  18  July  1974,  of  the  balan1::e  sheets and  management  accounts  of 
the  three  Funds. 
The  Commission  wishes  to  emphasize  the insignificant nature  of 
the errors discovered  by  the  Audit  Board,  errors which it was  a 
simple  matter to correct. 
123.  Presentation and  transmission of  the  supporting  documents  (p.  3) 
a)  As  in its previous report,  thE~  Audit  Board  draws  attention to  the 
delays  occurring between  the  acceptance  of work  or supplies and 
the making  of the final  payme11t.  It recognizes,  however,  that 
the  Commission has  made  the  nE~cessary arrangements for speeding 
up  the  liquidation of  the  operations. 
During  the  previous year instructions were  sent  to all the 
resident  supervisors asking  them: 
- to  check  the extent  to which  contracts which  had been physically 
completed could be  closed financially,  and  to state, if 
appropriate,  the  reasons  prE~venting the definitive closure  of 
these  contracts; 
to take all necessary steps to ensure  that the contracts in 
progress  were  completed within the  contractually-agreed 
time limits. 
As  the  Audit  Board notes,  these  arrangements  made  it possible  to 
close  a  number  of projects of which  the  closure had been 
unjustifiably delayed. 
4 Replies by  the  Commission 
b)  It is true  that transmission of files on  certain closed projects 
to the Audit lloard wae  l&'te.  To  prevent the recurrence 
of  such  delays,  steps have  been  taken at  the  internal level to 
ensure  that  the  accounting vouchers  and  supporting  documents  of 
the  closed projects are  transmitted to  the  Audit  Board within  a 
period not  exceeding  15  days. 
It should be  emphasized,  however,  that  the  projects quoted by  the 
Audit  Board  were  of  very  minor  importance,  amounting  to between 
4,000  and  6,000 u.a. 
5 
c)  The  Audit  Board desires  that  a  number  of  documents  should be 
submitted  to it systematically so  that it can  improve  the 
effectiveness of its control.  The  documents  in question are  the 
minutes  of  the  meetings  of the  EDF  Committee,  the  calculation notes 
prepared  in  connexion  with  fees  under  service contracts,  and  the 
mission reports prepared by  the  Commission officials. 
',/ith  regard to  the  first-named  documents,  the  Commission  made 
inquiries of  the  members  of  the  EDF  Committee  as  to  the  possibility 
of  transmitting minutes  of their discussions  to  the  Audit  Board. 
Since  the  work  of the  Committee  is covered by  professional secrecy 
(Article  6,  Para.  5,  of  the  Rules  of Procedure  of  the  EDF  Committee), 
the  members  of the  Committee felt unable to meet  the Audit  Board~s 
req'liest. 
On  the  other hand,  there is nothing  to prevent  the  transmission  to 
the  Audit  Board of  the  calculation notes made  in connexion with  the 
fees  for  service contracts.  These  notes wiJl  in future  be 
s;ystematically annexed  to the contracts so that they are  included in the 
supporting  documents  to  be  transmitted to  the  Audit  Board at the 
time  of  the  closure  of projects. 
Finally,  there is nothing to prevent  the  Audit  Board  requesting 
access,  case  by  case,  to  the reports of  overseas  missions  prepared 
by  the  Commission officials when  the  projects  examined in these 
reports are  closed. 
At  the  present  time  the  Audit  Board  has  access  to all the 
correspondence  files  and its requests  in this regard have  never been 
refused by  the  Commission. Replies by the  CoiiiiDission  6 
CHAPTER  I:  THE  GENERAL  ACCOUNTS  OF  THE  FUNDS  (p.  5) 
2.  The  Second European Development  Fund  (p.  7) 
126. (p.  7) 
!l!o£a.!i£n_of _!h!_  2_r!_d.!_t_b!,l_!n2_e  __  o~ _!h!_  .!c=.oE:t!  "M.!_s=.e!l~!.O~_P!:o=.e!.d!. 
and interest" 
It is true  that no  decision  has been  taken  on  the utilization of the 
credit balance  standing to this ia.c:count. 
On  14  April  1972  the  Commission  s;ubmi tted to the  Council a  draft 
training programme  which  would  haLve  been  financed in part by  the  use 
of  these  appropriations. 
The  aim  of this programme  was  to bring on  young  university graduates trained 
in  different disciplines to replaLce  the  managerial staff in charge of 
tec:b.nical  sut>ervision and control who  are  employed  by the  Communi t:r in 
the  associated states,  countries and territories.  The  programme 
pro·vided for  3  training courses 1'or  30  young trainees;  each was  to 
hav·e  a  training period of 3  years:,  of which  1  year would have  been 
spe:nt  in Europe  and 2  years  overs:eaa. 
The  discussions which  took  place at Council level caused the  Commission 
to  1111ake  substantial changes  to its initial programme,  both as regards 
content and  as regards  finance.  It is likely that an experimental 
programme  (1  course  instead of 3)  will be  adopted,  of which  only the 
fimmcing  of  the  European part wi.ll  be  charged against  these appropriations. 
The  available  balance  remaining  c1n  the  account  "Miscellaneous proceeds 
and interest" will be  allocated to  the  financing  of  the construction in 
Brussels of  a  building to house  t:he  co-ordinating bodies of the 
Associated States. 
An  .appropriation of 2  million u.a,.  has  already been lll&de  against the 
mis·cellaneous  proceeds and  intere•st  of  the First and Second EDFs.  This 
appropriation will enable  a  subsidy to  be  granted to the Co-ordinating 
Council  of  the  AAKS  to ensure the execution of  the project for tbe construction 
of the building. Replies  by  the  Commission 
~ffe£t~ ~f_t~e_c~r~e£cz £h~n~e~ £n_t~e_o~e~a!i£n~ 
fi~a~c~d_bz !h~ ~u~d~ 
It is true  that  no  decision  has  been  taken  towards  remedying  the 
disadvantaces  arising  from  the  currency  c~1anges which  have  taken 
place since  August  1971. 
1 
As  the  declaration,  on  15  August  1971,  of  the  inconvertibility of  the 
TIS  dollar  removed  the  legal  basis for  the  calculation of  the  parity of 
tl1e  Member  States'  currencies  in relation  to  the  u.a.  as laid down  by 
Article  2  of  Protocol  l'o.  7  annexed  to  the  Yaounde  Convention,  the 
Commission  put  forward  several proposals  with  the  aim  of enabling  the 
accounting  records  of  t~e European  Development  Fund  to  be  regularized. 
Despite  the  holding  of  many  meetings  at Council level, it has  not 
been possible  to  take  any  decision  on  the  method  to  be  adopted for 
carrying out  such regularization. 
For lack of  a  decision  a  sum  of about  9  million u.a.  remains  owing 
from  the  Hember  States to  the  Funds.  Discussions  on  this point  are 
continuing at Council  level. 
127.  (p.  8) 
When  replying  to  the  previous reports  of  the  Audit  Board,  th~ 
Commission  expressed its intention of setting ceilings to  the  projects 
of  the  Second  EDF  during  the  financial  year 1973. 
However,  the  considerable  price rises which  occurred  in all sectors 
during  the  second quarter  of  1973  and  at  the beginning  of  1974  led 
the  Commission  to postpone  this operation.  This  general  advance  of 
prices  cannot fail  to  increase  the  final  cost  of  the  projects 
substantially  to an extent  which  is not  alwqys  easy to forecast. Replies by  th'e  CoDIIIli.ssion 
For  this reason  the  national autho_:rizirur. officers hav""  been asked, 
as  a  first step,  to hold the necEtssary discussions at the 
highest political level in order to choose  the  solut1on which will 
be  definitively proposed  to  the  Commission: 
- E!ither  to use,  within  a  project,  the  maximum  appropriations  made 
available but,  by  so  doing,  to  forego  the possibility of absorbing 
the  over-spending on  this project or  even  that on ,another project; 
- or  tc•  charge  the  cost  of  over-spending against national resources 
in order  to  be  able  to reserve  the  balance  of  the  available 
appropriations for  commitments relating to new  projects provided 
for  :ln the  programme; 
- c1r  tc•  request  the  Commission  to  cover  the  over-spending,  in the 
knowledge  that such  a  reauest 'lol'ill  reduce  by  tltat  mu;o'h  the .f'reedom 
1;o  request  new  OG8ai. taents towarcils :the re-alization of'  the pi  &@Ill amme 
i.nitially envisaged. 
3.  The  Third European Development  Fund  (p.  11) 
129.  (p.  11) 
Qe~.azs_i!!_ .::,e~o.::,d.!,n~  .::,e~azm.!n_!s_B.;!~d_i!!t!.r!.s! ~n_sl!.e~i,!l_l~B.!ls_ 
It is true  that the  provisional balance sheet sent  to  the Audit 
Board  on  31  March  1974  does  not J:'eflect the inclusion of the sums 
received from  the  borrowers  during  the  second half of 1973. 
As  the  Audit  Board itself notes,  the  revenue for this period vas 
not notified to the  Commission  by  the  European  Investment  Bank 
until April  1974. 
It goes without  saying that  the  definitive balance  sheet  drawn  up 
by  the  Commission  in July 1974  includes all this revenue relating 
to 1973. 
8 Replies by  the  Commission  9 
CHAPTER  2:  COMMENTS  CONCERNING 
VARIOUS  PROJECTS  (p.  14) 
132.  Investment  projects  (p.  14) 
a)  In~t~t~t~ fo! !g!o~o~i£al ~t~die~ ~t_W!k£m~o_(£e~t!al ~£i£a~ 
~e~u£l~cl (p.  14) 
This  institute,  which  was  set up  to  provide  for  the  training of 
management  personnel  for  government  and  para-government  agencies  to 
meet  the  needs  not  only  of  the  Central  African Republic  but also of 
Gabon,  Chad  and  Congo-Brazzaville,  corresponded  to  the  desire  of 
the  Heads  of State of Equatorial Africa meeting in Fort-Lamy  on 
11  December  1961,  to create an  "establishment for higher education 
in Central  Africa".  In  order to fulfil this  programme,  the 
establishment  was  planned  to cater for  the  training of 215  pupils, 
all boarders. 
By  September  1968,  within  a  few  months  of completion of the 
construction work,  serious uncertainty had  developed as to  the  future 
use  of  the  buildings. 
This arose  from  the fact  that  the  withdrawal  of  the Central  African 
Republic  from  the  U.D.E.A.C.  did not  encourage  Gabon  and  Congo-
Brazzaville  to  send  their students to that country.  For this 
reason  the  number  of pupils expected was  no  more  than 75  per year, 
whereas  the  Institute  was  capable  of  accommodating  215.  In 
addition,  the  recruitment  of European lecturers of  the required 
standard was  proving very problematical. 
These  two  problems  combined  to make  the  Central  African authorities 
seek  a  new  use  for  the  buildings which had been  erected at Wakombo. 
A.  solution was  not  found  until February  1969;  the  Central  African 
Government  decided  to  use  the establishment  to house  the  "National 
Agricultural  College"  which  had  originally been intended for  Bambari. 
These  events have  naturally affected the  conduct  of the  work,  causing 
delays  in the  taking of decisions by  the  Administration. Replies by  the Commission  10 
Although it may  be  in  order,  in  the  field of building construction, 
for  the  prime  contractor  to  request  certain alterations to  the 
plans during implementation  of  the  work  in order  to make  the  work 
better suited to  the specific needs  of  the user,  it is on  the 
oth1~r hand  very  regrettable if this necessitates  a  substantial 
modification  of  the  original project.  Such  fundamental 
modifications inevitably give  rise  to  considerable  additional 
exp1mse  which,  even if it does  not  necessarily constitute a 
financial  loss,  nevertheless  causes  delays  and  spending in excess 
of  the  sums  laid down  in the  financing  convention.  It is for  this 
reason  that  the  Commission  only accepts  a  modification of work 
already  in hand when  there  is:  a  risk that this work will be  wholly 
or partly unsuited to  the  objectives fixed for its final  use. 
For,  if this was  not  done,  the  investment  would  be  partially or 
totally lost. 
It is true  that  the  construction project for  the  stock-farming 
school at  Bouar has  undergone'  a  number  of modifications during 
the  course  of execution. 
This  school had been  intended to provide  management  personnel 
for  the  stock-farming service,,  a  sector which  underwent  an 
expansion  of  an  extent  and  ra•pidi  ty  which was  not  foreseen. 
Originally,  this school  was  intended solely to  provide for  the 
training of veterinary surgec,ns.  Subsequently its tasks became 
more.  diversified, as it was  ne,cessary  to give  this service  a 
structure  that was  suited to its rapid expansion. 
It was  this necessity  of adapting  the  original programme  to  the 
new  requirements,  unforeseeable  at  the  outset,  that led the 
Commission  to  approve  the  construction of additional premises 
and  the  corresponding fitting-out  work.  The  volume  of work 
entrusted  to  the  holder  of  the  contract was  thus  increased, 
without  a  fresh call for  tenders being issued. Replies by  the Commission  11 
There  is no  doubt  that  when  the  need for additions  or modifications 
to work  arises during  execution,  it is the  firm  holding the 
contract  that is normally  the  most  competitive,  not  only as 
regards prices but  also in the  matter of the  time  required for 
completion. 
This  firm  has all the  materials and  labour available  on site and, 
since  the  contract  was  concluded after a  call for  tenders,  certain 
unit prices stated in the  tender  can  quite  simply be  used for 
or adapted  to  the  new.work. 
c)  Qo~s!r~c!i£n_of 15_g~n~r~l_e~u~a!i£n_c£l!e~e~ !n_N!g~r (p.  15) 
The  Commission  has  carried out  a  thorough  investigation of  the 
present situation with  regard to the water supply  to  the various 
centres. 
This  investigation found  that,  with  the  exception of  one  centre, 
whose  water supply is managed  by  the  "Office for Subterranean 
Water",  the  installations at the  general education colleges in 
the  towns  which  do  not  have  an  urban  water supply network are 
maintained by  the  instructors.  ·  This maintenance is carried out 
in a  satisfactory manner. 
It should be stressed,  however,  that in the  case  of six centres 
a  water  supply is provided,  or will be  provided in the near 
future,  by  urban networks. 
Finally, it is true  that  the  water  supply  to the  Tera centre, 
quoted  by  the  Audit  Board,  is not  always  adequately 
maintained,  despi~e an additional study.  This  study,  which 
was  completed in April  1973,  was  financed by  the French  Aid  and 
Co-operation Fund.  It recommends  exploratory borings  to  the 
north-west  of the  town. Replies by  the CoJIIIlission 
Without  waiting for  the  resu1tE;  of these borings,  Taiwan will 
construct  a  dam  1.2 km  long and  with a  maximum  height of 5 aetres 
to the north-vest of  the  town  in 1974  and  1975  with the 
participation of the local population.  The  water capacity will 
be  750,000  m3  and  the  length of the  reserToir 10  ka. 
For  the  time  being,  while  the results of the study are being 
analysed and the work  is being executed,  the  Tera general 
education college is being  sup]~lied vi  th water b:y  pullping from 
an existing low-yield well.  ~fuis well has  been in use since  the 
beginning of 1972. 
The  comments  made  by  the  Audit  Board call for a  number  of 
remarks: 
(p.  15) 
- ~e boarding co1lege,  which  c:omprises  19  rooms  with 4 beds  eao}} 
was  brought into service in !lay  1970.  It is fully occupied. 
- ~e maternity hospital comprises  a  total of 148  beds:  88  in 
the  building financed  by  the EDF  and 6o in the  old premises. 
By  the  end of 1971  it vas  au~eady operating at the rate of 
850  admissions  and  650  deli,reries per aonth,  which  corresponds 
to an  occupancy rate of abou1;  70%. 
- ~e surgical block was  brou~1t into aerTice  on  the following 
dates:  ground floor,  1970;  first floor,  beginning of 1971; 
second floor,  NoTember  1971. 
It is true that the sterilizeru are not functioning properly, 
dl e spite  t  h e  eft  orts made  by  the  EDF' s  resident auperTisor 
to normalize  the situation. 
The  supplier's local represenbltiTe  requested the  spare parts 
required for  the  normal  functic,ning  of this equipment in April 
1973;  in spite of several requests,  these parts haTe still not 
been delivered by  the supplier  .. 
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To  these  already serious difficulties there has  been  added 
another:  the  supplier's local representative  decided to close 
his  Lorn~  agency  on  28  February  1974  and mother representative 
has  yet been appointed. 
The  resident supervisor is devoting special attention to 
developments  in this  connexion  and  hopes  to  be  able  to find  an 
acceptable  solution in conjunction  with  the  user's supplier. 
- Finally,  with reeard  to  the  lack of qualified staff, it 
should  be  mentioned  that  the  3overnment  of  Togot  at  the 
time  of  drawing  up  the  multiannual  programme  of scholarships, 
wished  to place  the  emphasis  on  training at  the  intermediate 
level in  the agricultural sector and  therefore  did not  present 
any  candidates  to  the  EDF  in the  medical  or para-medical 
field. 
To  reply  to  the  Audit  Board's final  comment,  the  Commission 
feels it should  emphasize  that as  a  general rule  the  departments 
charged  with  drawing  up  and  administering the programme  of 
scholarships have  always  been conscious  of  the  importance  of 
co-ordinating the  needs  created by  the  implementation of  an 
investment  project  financed  by  the  EDF  and  one  of  the  means  of 
training placed at their disposal.  Influenced by  the 
unfavourable  experiences  of the  kind mentioned by  the  Audit 
Board,  they have  many  times  drawn  the  attention of  the responsible 
Afrioari officials to the need  to link the investment projects and 
the  training measures.  This policy has  now  gradually entered 
into practice,  in spite of  the  reservations and  difficulties 
which its implementation encounters. 
13 Replies by  the  Commission  14 
133.  (p.  16) 
InvHstment  projects in road-building 
a)  ~~S_Eh~~l!i~g_o! _1h~ ,!a£_u~di-!i'l!a~m!!.Y£ !,O!!,d_(£8.,!e!,O£nl  (p.  16) 
The  study  for  this road,  carried out  by  the  Cameroon  Administration, 
revealed certain weaknesses  during  the  execution  of  the  work. 
~L'hesE~  weaknesses necessitated,  on  the  one  hand,  some  embankment 
1o1ork  (raising of  the  red line)  and  drainage  work  (increasing  the 
numbE~r of  water channels)  and,  on  the  other hand,  a  modification 
:in  the  design  of the·road surface  (stabilization with cement). 
It is true  that the  record  of final  acceptance  has never been 
:?roduced.  This  acceptance  was  gran  ted  on  30 April  1965 without 
:reservation.  Despite  repeated representations  by  the  EDF's 
technical supervisor,  the  record of this acceptance  has not been 
issued by  the  Administration. 
As  the  Audit  Board stresses,  closure  of  the  project did not  take 
plac~~ until November  1971.  'I'his  delay was  principally due  to 
the  dispute  between  the  firm  and  the  Administration over the 
:repayiilent  of certain duties and  taxes.  The  Commission  does  not disg-aise 
the fact that such  delays  are diff'ioult to accept.  Therefore  the 
Gomm:ission  took all the  necess.ary  steps in 1973 to effect the 
financial  closure  of  the  projects without  delay  (see Point  123.a 
above). 
All  technical studies relating to  the  execution  of road works 
always  contain an  important  chapter dealing with hydraulic 
studies  which  must  make  it possible: 
to fix  the  levels of  the  red line; 
- to  ensure  the  evacuation  of  the  run-offwaters; 
- to  determine  the  dimensions  of  the  watercourses  (bridges, 
culverts  and pipes). Replies by  the Commission  15 
The  data  which  make  it possible  to  calculate  the  probable  frequency 
of spates  are  provided by  the  reading of  the  low  water level 
calculations and by  the  observations  of the metereological 
stations.  In general  these  observations are sufficient to 
establish  the  levels  and  volume  of spates. 
In  the  case  in question  the  spate  recorded was·  of  a  wholly 
exceptional  character.  The  statistics show  that  the rains which 
fell during  the  1968  rainy season are unlikely to be  repeated. 
These  rains  caused substantial damage  to  the  road surface,  even 
.. 
on  the sections which  were  not  completely  submerged.  This  was 
because  the  water which  lay for months  on  the  shoulders of the 
road rose  by  capillary attraction to  the  base  layer. 
The  experts  commissioned  by  the  Administration  to  examine  the 
problem  have  proposed that  the  cost  of resurfacing the sections 
which  do  not  have  to  be  raised to  a  higher level should be  borne 
by  the  firm.  The  cost  of this resurfacing work,  which  has  been 
properly  executed by  the  firm,  can  be  assessed at  100 million 
francs  CFA. 
It is true  that  the  study carried out  by  the  Administration 
proved  to  be  inadequate  and  gave  rise to an  increase in the 
volume  of  embankment  and  drainage  work  during execution.  This 
situation caused  the  office  charged with supervision of the  work 
to  modify  the  plans  for  execution progressively in accordance 
with  the  state of advancement  of the  work. 
It was  thus  not until after some  time  had elapsed that it was 
possible  to gain  a  reasonably accurate  view of  the  situation at 
the site and  to assess  the  final cost  of the  work.  However, 
the  resident  supervisor  did not neglect  to inform  the  Commission 
of  the  probable  over-spending  on  the  cost of the  project when. 
prepa:ring hi~ first  qcarterly report. Replies by  the  Colllllission 
It should be  realized that  th~~  team  charged with supervision was 
not best qualified to  deal  with  the  modifications necessitated 
by  the  shortcomings  of  the initial study.  In  addition,  the 
Commission  has had  to  terminate  the  contract  of  the  principal 
agent  of  the  office. 
The  delay  occurring between  the  abandonment  of  the  project and 
its financial  closure  was  the result  of a  dispute  between  the 
Administration and  the  firm  o~rer a  demand  for  compensation· by 
the latter.  It was  not  possible  to  close  the  project until the 
dispute  ~ad been settled.  It should be stressed in this 
connexion  that  the  sum  paid out  of  EDF  resources  only formed  a 
part of  the  compensation  paid to the  firm,  the  balance having 
been paid directly by  the  Za!re  Administration. 
It is true  that the  same  firm  was  entrusted with the  execution 
in the  same  country  of  the  Lwc;mga-Mussenga  road,  the  cost  of 
which  almost  tripled during  e:ll:ecution.  This  increase in the 
contract  sur:J  was  the  result of a  substantial increase in the 
volume  of work  caused  by  the  discovery  of serious defects in the 
initial study and  by  new  techniques  which  had to be  used.  The 
second serious crisis to hit 2;a!re,  following  the  military events 
in Bukavu  in  1967 1  also  had re,percussions  on  the  prices (the  firm 
lost  30~~ of its equipment). 
134.  (p.  18) 
_!gE;i.2_u.!_t~r!,l_i!!_v~s,!m~n,!s_ 
The  project entitled "Revival  of  the  agricultural economy  of the 
pro·dnce  of Kinshasa"  actually included different operations which 
hav':!  had varied success.  Out  of'  the  six programmes  planned,  only 
those  involving the  development  of  cocoa growing,  the  mechanization 
of  ~~nssava growing,  and stock-farming have  been successfully 
com:plet1~d. 
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In  the  case  of  the  three  other programmes,  the lack of marketing 
organization and  the  absence  of trained and qualified staff 
following  the  departure  of  the  technical assistance  personnel  were 
the  main  reasons  for  the  failure  which  has  occurred. 
For internal reasons the Government  of Zaire is no  longer 
taking an interest 1n  this region:  no  senior official has visited 
the  completed projects;  in addition,  a  request for credit submitted 
by  the  province's agricultural commission  for  the  programme  of 
banana  plantations was  not  transmitted by  the national authorities 
even  though  the  amount  requested was  available for  the project. 
In  these  circumstances  the  project was  closed.  The  EDF  is no 
longer assisting in this region.  The  same  applies  to bilateral 
aid. 
136.  Linked  technical assistance  (p.  18) 
a)  1.0!.d!n~ ~t!.t!o:: .!_n_t_!!e_pE_r,!  E_f_LE_m!!..  iT£~ (p.  1e) 
The  expert's report was  the subject of  a  financing proposal with 
accelerated procedure  submitted  to  the Study Co-ordination 
Committee  on  18  December  1970. 
The  principal authorizing officer of  the  EDF  approved this 
financing  operation an  26  January  1971.  The  financing decision 
was  thus  taken properly before  the  departure  of  the  expert.  It 
is true,  however,  that  the  contract should have  been signed 
before  the  contracting party commenced  his work. 
It was  at  the  request  of  the  Government  of the  Togo  Republic 
17 
and with  the  agreement,  as an exceptional case,  of  the  Commission, 
that  the  expert carried out his mission at Lome  from  12  to 21 
February  1971,  because  of  the  urgency  with  which the expert  1 s  report 
was  required. 
The  contract had been prepared and negotiated with  the expert 
before his departure,  so that there  was  no risk of difficulties 
arising in connexion  with the  essence  of the  contract,  that is 
to say,  the  nature  of  the services  to be supplied and  the 
determination of the fees. Replies by  the Commission  18 
The  Commission nevertheless admits  that a  period of about 3  months 
was  necessary for  drawing  up  the  contract in its definitive  form 
and  for  committing the  appropriations.  Similarly,  a  period of 
2~ months  elapsed between  th«!  transmission of the  draft contract 
to  the  Togolese  Administrati()n  and its notification to the  expert. 
The  Commission's  procedures and  the  delays which  they cause 
evidently  do  not  make  it possible  to deal with exceptionally 
urgent situations.  This is the reason why,  whilst being aware  of 
the irregularity of  the  proc«~dure used in the  present case,  the 
Commission  was  nevertheless prompted  to  take this decisioll.,  as  a 
special case,  both at the  in1sistence  of  the  Togolese  Government 
and  because  of the  urgency  of the expert's report.,  the results of 
which affected a  whole  group of financial decisions which had  to 
be  taken  both by  the  Commission,  by  the European  Investment  Bank 
and  by  the  International Bank  for Reconstruction and Development. 
The  supplementary study  on  the  provision of a  water supply to 
serve  Banfora completes  the initial study which  vas  the subject 
of Contract ET/844.  The  ob;ject  of this first study vas  to 
determine  the  most  economical  means  of utilizing the water 
resources  of the River  Yannon  to irrigate the plantations of  an 
agro-industrial sugar  comple:t.  Following discua$ions with  the 
Upper  Volta authorities, it bt~came clear that  there were 
other solutions;  however,  theeepresented advantages  and  disadvantages 
which  had  to  be  more  accuratl!ly  determined before  a  decision  on  the 
choice  of  the  most  economical variant could be  taken.  The supplementary 
comparative  study w'hich  was  the  subject of  supplementary agreement 
No.  1  to Contract ET/844  was  intended to determine  this choice. 
It was  to be  entrusted to  thl!  Office  which had carried out  the 
initial study and  the  commitment  proposal for  the  relevant 
appropriations vas  transmitt1~d to  the  Commission's financial 
con.troller  on  23  November  1971. Replies by the Commission 
The  withholding of  approval  by  the  Financial  Controller, 
notified on  8  December  1971,  related to the  method  of 
remuneration.  For this reason  a  certain delay  occurred in 
the  signing of this  Bllpplemen"ar.r  agreement. 
On  the  other hand  the  Commission  was  faced with  the  pressing 
necessity  of not  holding up  the  completion of ·the  important 
a~dustrial sugar  complex at Banfora,  the starting-up of 
which  was  closely linked to the  results of the  comparative 
study. 
Any  delay  in the  preparation of this study would in fact have 
delayed  the  completion  of  the Banfora agro-industrial sugar 
complex  by  one  year. 
Beca~se of this special situation,  the  Commission,  by letter 
dated 23  December  1971,  confirmed  to  the study office that it 
should carry out  the  supplementary  study in question and 
informed  the  office  of  the  circumstances relating to the 
official signing of  the  supplementa-~ agree.ent. 
Parallel to this decision,  complementary explanations were  of 
course  given to the Financial  Controller with  a  view to 
reaching an  agreement.  Thus  the  Financial  ~ntroller granted 
approval  on  20 January  1972. 
The  Commission is aware  of  the exceptional character of such  a 
procedure;  but it was  not  possible  to act differently in view 
of the  urgency  of the  decision which  had to be  taken.  On 
this decision  dependedthe  realization of a  particularly 
important  project,  the  financing  of which,  moreover,  was 
shared between several providers of  funds. 
19 Replies  by  the  Commission 
It i~3  true  that the  contract and  the  three supplementary agreements 
·were  signed with retroactive effect. 
1Nith  regard to the  contract,  the  delay was  due  to the  slowness  of 
the  Cameroon  Administration in preparing and notifying the 
d.efinitive  document. 
'rhe  Commission considers that it should draw attention in this 
connexion  to  the  fact  that very strict steps have  been taken to 
prevent  the  recurrence  of  thee;e  procedures for  the regularization 
of c<ontracts  and their  suppletnentary agreements. 
20 
lrlith  :rega;Id  to  the supplemerrlia:l:y  ag:ree•ents it is n<rmal  that they  should be. signEd 
.a  posteriori,  for  the  change  in the  rate of subsistence allowances 
is made  on  the basis of  the  re!al  increase in the  cost of living 
index in the  country  where  the!  work is being done. 
d)  ~£e.!:_t_e£_o!_!O!_i£_ ,!11~ fi!_!a!_!c!,a!,  _£e£O!,t_o!_!  !h.!. .Q.ffi£_e_of lh.!. ,!!i.s,e!, 
i_M,!l.!)_(p.  19) 
The  expense  of the additional fees  granted to the expert is, in the 
Commission's  opinion,  perfectly justified in view of the extent of 
the  work  and  the  services pro,rided. 
The  Commission  agreed  to  pay for  160  days'  work  instead of 60 for 
two  reasons: 
- the volume  of work  proved  t«'  be  greater than could have  been 
foreseen  when  the  contract 11as  drawn  up, 
- the  difficulties encountered in combining valid statistics and 
accurate  information  caused the  expert to devote  more  time  on 
this investigation than had been foreseen. 
e)  Qu!!g!!d~u~o)l-.!?.O!.i  _r~a~ i.  Ul!,P.!.r  _:~~lla  l  (  p.  20) 
It is true  that the  study rel:ating to this project did not result 
in the  creation of an asset. Replies by  the  Commission 
As  a  matter  of principle  the  Commission  does not  finance  studies 
of this  type  unless  there is already  a  good probability that 
such studies will result in a  concrete project.  It was  with 
this in mind  that it was  decided  to finance  the  study for  the 
Ouagadougou-Dori road. 
However,  other public  and  private agencies  convinced the  Upper 
Volta authorities,  after delivery of  the report  on  the studies, 
that  they  should effect  the transportation of  manganese  from 
Tambao  by rail.  Studies are at present under way  to this end. 
This  change  of  policy  by  the  Upper  Volta authorities caused 
the  Commission  to cancel the  financing of the  road link which, 
quite clearly,  would have  duplicated  the railway. 
The  Audit  Board's  comments  concern,  firstly,  the late signing 
of  the  contractual documents  and,  secondly,  the  delays in 
payment. 
On  the  first point, it is true that  the services carried out  by 
the  Office  commenced  before  the  signature of the contractual 
documents.  This situation has its origin in the necessity for 
setting up  the  office  charged with supervision of the work  not 
later than  the  beginning of this work. 
It should  be stated,  however,  that  the  delay in the  signing of 
the contract resulted mainly  from  the necessity for reviewing 
certain provisions in  the  draft contract in the light of the 
observations  made  by  the  Office.  These  observations concerned 
the part  of  the  contract headed  "remuneration",  notably the 
reimbursement  of the  travel expenses  of the families of agents. 
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On  the  second point,  the  delays in the  making  of certain payments 
are  the result, as  the  Audit  Board itself notes,  of  the failure 
of  the  Senegalese authorities to discharge  their duty  of 
authorization,  despite  repeated representations  by  the resident 
supervisor of  the  EDF. 
It was  because  of this failure  that  the principal authorizing 
offjLcer  of  the  EDF  was  forced  to substitute himself for the 
national authorizing officer in order to settle the balance  of 
remuneration  due  to the Office. 
Contrary  to  the  provisions of the  contract,  the  expert made  his 
journey  by  sea and not  by air.  However,  this error did not  have 
any  adverse  financial  consequences  because  the  sum  invoiced by 
the Office  was  the  price  of  the  sea fare,  41,062 Frs,  which  was 
lowE~r than  the  cost of  the  second class air fare,  which  amounted 
to 42,350 B.frs at that  time. 
With  regard to  the  remuneration granted to the  agent, it should 
be  pointed out  that Clause  5  of the  contract stated that "parts 
of a  month  will  be  paid for ~ro rata temporis  on  the basis of 
1/}0th of  the  monthly  contract sum  per  day  of presence  on  the 
territory of the Republic  of the  Congo".  Although  the agent 
did not  take  up his duties until 10 August,  his arrival on 
Congolese  territory took place  on  1  August. 
was  therefore paid as  from  that date. 
His remuneration 
As  the  Commission  has  already had  occasion to explain to  the 
Audit  Board,  the  delays in payment  are  the result of exigencies 
connected with  the  correct implementation of  the  services which 
the  contracting office  was  required to perform. 
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It was  only after having  judged  the  services provided by  the 
Office  to have  been  satisfactory that  the  Administration,  with 
the  agreement  of  the  Commission,  agreed  to authorize  the fihal 
payments.  In  proceeding in this way  the  Togolese  Administration 
and  the  Commission  consider they have  executed this contract 
according  to  the  principles of sound financial  management,  even 
though  there  was  an  excess  charge  of  217  u.a.  due  to an 
unforeseeable  fluctuation in certain currencies. 
137.  General  technical co-operation  (p.  21) 
a)  ,e_t!!t!.s!i!?_s_o~ !_h!:_  !!C!i.!i!i~s_of !h~ !J>!  (p.  21) 
The  Commission  shares  the  opinion of  the  Audit  Board that this 
study should,  in principle, have  been charged against the 
Commission's  budgetary appropriations.  The  inadequacy  of the 
endowment  of  the  relevant budgetary item,  however,  caused the 
Commission  to  charge  the  contract under  the  heading  "General 
technical  co-operation"  which  corresponded better to the 
character  of this study.  This  vas  done  in order better to 
attain the  objectives  of  the Funds  in accordance  with Article 8, 
Para.  g,  of Protocol No.5  annexed  to  the  Convention. 
The  delay  mentioned by  the  Audit  Board is due  in large part to 
the  transfer of the  Computer Centre  of the European  Communities 
from  Brussels to Luxembourg  as well  as  to work  on  perfecting the 
programmes,  which  had  not  originally been  provided for but  which 
the  Office  agreed  to  carry  out  during  the  course  of its study at 
no  extra charge. 
b)  KoEm!!t!_o~ ~f~£i!?_e~ foE  ~u~l!_c_v~r~s_(p.  21) 
It is true  that  the  balance  on  this contract,  initially taken 
on  charge  by  the  Commission's  Budget,  was  charged against  the 
appropriations  opened within the  framework  of the  Second EDF 
under  the  accelerated procedure. 
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This situation is explained by  the  fact  that  the  appropriations 
of  the relevant chapter  of the  Budget,  cancelled at the  end  of 
the  financial year,  could not  be  reopened against  the 
Commission's  Budget  as  the  C<:>uncil  had meanwhile  decided that 
the  expenditure charged undeJr  this chapter should  thenceforth 
be  taken  charged. to the  EDl1'. 
The  charging against. the  Secc::md  EDF  of  the  travel expenses 
relating to the contract  for  th~ study of transport in Togo 
is explained by  the  cancellation of  the relevant appropriations 
of Chapter  17  of the  iaQget  for 1965,  such studies 
having  thereafter to be  charged under  the heading  "General 
technical co-operation" as provided by  Article 9  of Protocol 
No.  5  annexed  to the First Yaounde  Convention. 
As  the  Audit  Board notes,  thc:!se  travel expenses· were  not 
provided for in the  contract.,  It vas at the  Commission  1 s 
initiative that the  journeys were  made  by the  experts of the 
office and therefore  reimbur~:;ed,becausethe Commission  found it 
necessary to summon  these experts  to Brussels in order to 
examine  with  them  the  conclul;ions  of  the study which  they had 
submitted. 
d)  Studies  on  the industrialization of  the  AAMS  (p.  22)  -----------------------
24 
It is true that  these  studie1:>  have  not  always  required the 
production  of reports.  The  tasks entrusted to the expert under 
Project No.  213.180.13  - statistical and  documentary investigations, 
editing of  documents  on  the  problems  of industrialization of the 
AAl-lS  - were  intended  to prepare  and start the  programme  of 
studies  on  the industrialization of the  AAHS.  The  results of 
this work  have  been integratc:!d into the preparatory documents 
for  this programme  and into the later documents  dealing with 
these studies. Replies by  the  Commission 
e)  Qe!_e.!_op_m!_n_!  £_f_t£_U!,i~m_i!!, ~e!!.e'-a.!_  (p.  22) 
As  indicated by  the  Audit  Board,_ the  delay in  the  payment  of 
the  first  instalment was  due  to  the dilatoriness  inherent  in 
the  functioning  of  the _national  admi~istration.  The  Commission 
should point  out  in this  connexion  that  the  implementation, 
since  24  April  1973,  of  the general  clauses for  ~tudy contracts 
now  make.s  it possible  under certain conditions  for  payments  by 
way  of advances  to  be  authorized by  the principal a11thorizing 
officer of  the  EDF.  This procedure  should make  it possible  to 
obviate  the  recurrence  of such  delays. 
It is true  that  the  successive  payments  were  calculated on  the 
total estimated amount.  The  travel expenses  were  also paid by 
lump-sum  instalments  on  the basis of  the estimate  made  in the 
contract  and  fixed  according to  the  charges  in force at the 
time. 
138.  Production aid  (p.  22) 
Out  of  the  50  tr_anches  of production aid financed  by  the  Community, 
34  - or  68%  of  the  total  - have  been  closed.  A number  of tranches 
will  be  closed during  1974.  In the  case  of other tranches there 
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are still some  delays,  caused principalLy by  negligence  and 
dilatoriness  9n  the part  of  the national administrations.  The 
Commission  has  made  repeated representations  to  the  national 
authorities to speed up  the  definitive  settlement  of  these  programmes. 
With  regard  to  the  1965-1966  tranche  of production aid to Mali, 
the  Commission  has explained to  the  Audit  Board,  in its reply to 
request  for  information no.  21/73,  the  conditions under which  this 
programme  has  been operating. 
Without  going into details,  the  Commission  wishes  to  draw attention 
to  the  sometimes difficult conditions  under  which  the  production 
aid operations  financed  under  the  Second  EDF  are  being implemented. Replies by  ·the  CoJIIIission 
Yli th  rare  exceptions, it has  seldom  been possible  to  commit  and 
spend  the  appropriations  opened for  each  season  during the  period 
sp·ecified in  the  financing  conve·ntion.  This situation is explained 
by  the  time-lag between  the  opening  of  the  season  and  the  date  when 
th'~  appropriations are  made  available  by  the  signing of the 
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financing  convention,  the  latter often being held up  by  the  negligence 
and  dilatoriness  of  the national authorities. 
139.  Aid  towards  the  payment  of  inter~ (p.  24) 
Since  the  financing  of  the  two  projects cited by  the  Audit  Board 
hal'i  given rise  to  a  conflict between  the  Commission,  the  European 
In,estment  Bank  and  the  EDF  Committee,  the  Commission is not  convinced 
that  the  provisions of  the  Pinancial Regulation governing  the  granting 
of aid towards  the  payment  of interest are satisfactory. 
ThE!  conclusion  of  a  hew  Association  Agreement  should  cause  the 
Community  to reconsider  the  rule.s  governing the granting of this 
type  of  finance. 
The!  Commission,  for its part, .re•serves  the right to  put  forward 
prc1posa.ls  to  this end at the  Sl'Pr•opri~e  tiJD.e. 
140.  Res:ident  and  technical supervision  (p.  24) 
a)  Steps have  been  taken  to  regularize  the  commitments  in respect 
of resident and  technical  supe~rvision for the years 19?2,  1973 
and  1974,  without  delay. 
Measures will be  implemented  to ensure  that in future  the 
commitment  of this  expenditure~ is made  at the  beginning of each 
year  on  the  basis of  the  provisional estimate  approved by  the 
Administrative  Council  of  the  Association. 
c)  Representations have  been  made!  in order to secure  the speediest 
possible settlement  of  the 4 debit  balances quoted by  the  Audit 
Board. Replies b,y  the  Commission 
Thus  in the  case  of  the  first item,the Association's departments 
have  arranged that the  debtor will repay  the  sums  due  in 
regular instalments. 
In  the  second case,the  debtor lodged  a  claim against  the 
Belgian  tax authorities on  8  April  1974.  No  decision has 
been reached for  the  time  being;  it appears  that it will be 
necessary  to wait  6  to  12 months  before  the  dispute  can be 
settled. 
With  regard to  the third item  quoted by  the  Audit  Board,  no 
decision has  been  taken as  the  problem  of  the  debtor's tax 
liability is still under  examination by  the  German  tax 
authorities. 
With  regard to the last case  mentioned by  the  Audit  Board, 
substantial payments  on  account  have  already been made  and  the 
balance  outstanding has  been reduced  to  about  670 u.a. 
Repayment  of  the balance  should be  possible within a  relatively 
short  time. 
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